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JOINT EXERCISE OF POWERS AGREEMENT
BY AND BETWEEN
MODESTO IRRIGATION DISTRICT
AND
THE CITY OF REDDING
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JOINT EXERCISE QF POWERS AGREEMENT

THIS JQINT EXERCISE OF PCWERS AGREEMENT, dated as of
July 1, 1989 (herein called the "Agreement"), by and between
the MODESTO IRRIGATION DISTRICT, an irrigation district duly
organized and existing in the State of California, under and
by virtue of the laws of the State of California (herein
called the *District®”) and the CITY OF REDDING, a municipal
corporation duly organized and existing in the State of
California, under and by virtue of the Constitution and the
laws of the State of California (herein called the "City");

WITINESSETH:

WHEREAS, Article, 1l of Chapter 5 of Division 7 of
Title 1 of the Government Code of the State of California
authorizes the City and the bDistrict to create a joint
exercise of powers entity (herein called the "Modesto
Irrigation District Financing Authority" or the "Authority*)
which has the power to jointly exercise any powers common to
the City and the District;

WHEREAS, the City and the District are each
empowered by law to contract for public capital improvements,
working capital, liability and other insurance needs, or
projects whenever there are significant public benefits, as

determined by the City and the District;
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WHEREAS, Article 4 of Chapter 5 of Division 7 of
Title 1 of the Government Code of the State of California (the
“Marks-Roos Local Bond Pooling Act of 1985%) authorizes and
empowers the Authority to enter into contracts to assist the
District and the City in financing public capital
improvements, working capital, liability and other insurance
needs, or projects whenever there are significant public
benefits, as determined by the City or the District;

WHEREAS, the Marks-Roos Local Bond Pooling Act of
1985 further authorizes and empowers the Authority to issue
and sell bonds to public or private purchasers at public or
negotiated sale for financing public capital improvements,
working capital, liability and other insurance needs, or
projects whenever there are significant public benefits, as
determined by the City or the District; and

-WHEREAS. by this Agreement, the City and the
District desire to create and establish the Modesto Irrigation
District Financing Authority for the purposes set forth herein
and to exercise the powers described herein;

NOW, THEREFORE, the City and the District, for and
in consideration of the mutual promises and agreements herein
contained, do agree as follows:

SECTION 1. DEFINITIONS

Unless the context otherwise requires, the terms
defined in this Section 1 shall for all purposes of this

Agreement have the meanings herein specified.

11691(34471)
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Authority
The term "Authority® shall mean the Modesto

Irrigation District Financing Authority created by this

Agreement.

Board

The term "Board" shall mean the governing board of
the Authority.

City

The term *City” shall mean the existing municipal
corporation known as the City of Redding, a city duly
organized and existing under and by virtue of the Constitution
and laws of the State of California.

District

The term "District® shall mean the Modesto
Irrigation District, an irrigation district, duly organized
and existing under and by virtue of the laws of the State of
California.

Law

The term "Law" shall mean Articles 1, 2, 3 and 4 of
Chapter 5 of Division 7 of Title 1 of the Government Code of
the State of California {(Sections 6500-6599), including the
Marks-Roos Local Bond Pooling Act of 1985, as amended.

SECTIOR 2. PURPOSE

This Agreement is made pursuant to the Law to
provide for the joint exercise of powers common to the City

and the District. The City and the District are each
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empowered by the laws of the State of California to exercise
the powers specified in the recitals herein, and these powers
shall be jointly exercised for the purpose of financing and
contracting for public capital improvements in accordance with
the Law, including the refinancing of prior indebtedness and
acquiring, selling and financing public capital improvements,
working capital, liability and other insurance needs, or
projects whenever there are significant public benefits, as
determined by the City or the bistrict, as appropriate, by
exercising the powers referred to in the recitals hereof and
described in Section 5 herein,

The Authority will fulfill the purposes of this
Agreement by entering into contracts with the City or the
District and by undertaking the sale and issuvance of bonds,
from time to time, in accordance with the Law. The City and
the District hereby agree that any obligations incurred or any
bonds issued by the Authority shall not constitute general
obligations of the Authority but shall be payable solely from
the moneys pledged to the repayment of such obligations or the
repayment of principal of or interest on such bonds under the
terms of the resolution, indenture, trust agreement, contract
or other instrument pursuant to which the obligation is
incurred or the bonds are issued. Pursuant to Section 6508.1
of the Law, the City and the District may separately contract
for specific debts, liabilities or obligations of the

Authority. In the event either the City or the District
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separately contract for specific debts, liabilities or
obligations, the member of this Authority not party to such
contract shall not be liable or responsible for such debts,
liabilities or obligations of the Authority.

SECTION 3. TERM

This Agreement shall become effective as of the date
hereof and shall continue in full force and effect until
August 1, 2019, unless extended or earlier terminated by a
supplemental written agreement of the City and the District;
provided, however, that in no event shall this Agreement
terminate while any obligation of the Authority remains unpaid
or any bonds of the Authority remain outstanding under the
terms of the contract or other instrument pursuant to which
such obligation is incurred or such bonds are issued. 1In any
event, the Authority shall cause all records regarding its
formation, existence, contractual obligations, bonded
indebtedness and proceedings pertaining to its termination to.
be retained for at least six years following termination of
the.Authority or final payment of any obligation incurred hy
the Authority or bonds issued by the Authority, whichever is
later.

SECTION 4. AUTHORITY

A. Creation of Authority

There is hereby created pursuant to the Law an
agency and public entity to be known as the "Modesto

Irrigation District Financing Authority.® As provided in the
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Law, the Authority shall be a public entity separate from the
City and the District. The debts, liabilities and obligations
of the Authority shall not constitute debts, liabilities or
obligations of the City or the District.

Within 30 days after the effective date of this
Agreement or any amendment hereto, the Authority shall cause a
notice of this Agreement or amendment to be prepared and filed
with the office of the Secretary of State of the State of
California in the manner set forth in Section 6503.5 of the
Law.

B. Governing Board

The Authority shall be administered by the Board,
which shall consist of the members of the Board of Directors
of the District. The term of office of any member of the
Board shall be équivalent to such member's term of office on
the Board of Directors of the District.

Members of the Board shall not receive any
compensation for serving as such, but shall be entitled to
reimbursement for any expenses actually incurred in connection
with serving as a member if the Board and the District shall
determine that such expenses shall be reimbursed and there are
unencumbered funds available for such purpose.

C. Meetings of Board

{1) Regular Meetings. The Board shall hold at
least one regular meeting each year, and, by resolution, may

provide for the holding of regular meetings at more frequent

11691(34471)
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intervals. The date upcon which, and the hour and place at
which, each such regular meeting shall be held shall be fixed
by resolution of the Board. '

(2) Legal Notice. All meetings of the Board
shall be called, noticed, held and conducted subject to the
provisions of the Ralph M. Brown Act (Chapter 9 of Part 1 of
Division 2 of Title 5 (Sections 54950-54961) of the Government
Code of the State of California) or any successor legislation

hereinafter enacted.

{(3) Minutes. The secretary of the Authority
shall cause minutes of all meetings of the Board to be kept
and shall, as soon as possible after each meeting, cause a
copy of the minutes to be forwarded to each member of the
Board and to the City and the District.

{(4) Quorum. A majority of the members of the
Board shall constitute a quorum for the transaction of
business, except that less than a quorum may adjourn meetings
from time to time.

D. Officers: Duties

(1) The President of the Board of Directors of
the District shall serve as chairperson of the Authority and
the Vice-President of the Board of Directors of the District
shall serve as vice-chairperson of the Authority. The Board
shall by resolution appoint a secretary of the Authority.

{2) The Chief Financial Officer of ti

District is hereby designated as Treasurer of the Authority.
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Subject to the applicable provisions of any indenture, trust
agreement or resolution providing for a trustee or other
fiscal agent, the Treasurer is designated as the depositary of
the Authority to have custody of all the money of the
Authority, from whatever source, and, as such, shall have the
powers, duties and responsibilities specified in Section
6505.5 of the Law.

{(3) The Treasurer of the District, who
performs the functions of auditor and controller far the
District, is hereby designated as Controller of the Authority,
and, as such, shall have the powers, duties and
responsibilities specified in Section 6505.5 of the Law. The
Controller shall draw checks to pay demands against the
Authority when the demands have been approved by the Authority.

(4) The District shall determine the charges
to be made against the Authority for the services of the
Treasurer and Controller.

(5) The Treasurer and Controller of the
Authority is designated as the public officer or person who
has charge of, handles or has access to any property of the
Authority, and such officer shall file an official bond in the
amount of $25,000 as required by Section 6505.1 of the Law;
provided that such bond shall not be required if the Authority
does not possess or own property or funds with an aggregate

value of greater than $£500.00.

11691(34471)
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{(6) The Treasurer and Controller of the
Authority is hereby authorized and directed to prepare or
cause to be prepared:

(a) a special audit as required pursuant
to Section 6505 of the Government Code of the State of
California every year during the term of this Agreement; and

{b) a report in writing on the first day
of January, April, July and October of each year (commencing
October 1, 1989) to the Board, the City and the District which
report shall describe the amount of money held by the
Treasurer and Controller of the Authority for the Board, the
amount of receipts since the last such report, and the amount
paid out since the first such report.

(7} The Board shall have the power .to appoint
such other officers and employees as it may deem necessary and
to retain independent counsel, consultants and accountants.

SECTION 5. POWERS

The Authority shall have the power to enter into
contracts and to issue bonds to assist the City and the
District in financing public éapital improvements, working
capital, liability and other insurance needs, or projects
whenever there are significant public benefits, as determined
by the District or the City, as appropriate, all in accordance
with the Law.

The Authority is authorized, in its own name, to deo

all acts necessary or convenient for the exercise of said

11691(34471)
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powers for said purposes, including but not limited to any or
all of the following: to make and enter into contracts; to
employ agents and employees; to acquire, hold or dispose of
property; to incur debts, liabilities or obligations (which do
not constitute debts, liabilities or obligations of the City
or the District or each of them); and to sue and be sued in
its own name. The Authority shall also have the power to
issue any other forms of indebtedness authorized by Law in
accordance with provisions of the Law for such purposes.

Such power shall be exercised subject only to such
restrictions upon the manner of exercising such power as are
imposed upon the City in the exercise of similar powers, as
provided in Section 6509 of the Law, except, however, nothing
herein shall limit the powers of the Authority under the
Marks-Roos Local Bond Pooling Act of 1985,

Notwithstanding the foregoing, the Authority shall
have any additional powers conferred under the Law, insofar as
such additional powers may be necessary to accomplish the
purposes set forth in Section 2 hereof.

SECTION 6. TIERMINATION OF POWERS

The Authority shall continue to exercise the powers
herein conferred upon it until the termination of this
Agreement as provided in Section 3 or until the City and the
District shall have mutually rescinded this Agreement;
provided, however, that in no event shall this Agreement be

terminated or rescinded while any obligation of the Authority ‘
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remains unpaid or any bonds of the Authority remain
outstanding under the terms of the contract or other
instrument pursuant to which the obligation is incurred or the

bonds are issued.

SECTION 7. FISCAL YEAR
Unless and until changed by resolution of the Board,

the fiscal year of the Authority shall be the period from
July 1 of each year to and including the following June 30,
except for the first fiscal year which shall be the period
from the date of this Agreement to the following June 30.

SECTION 8. DISPOSITION OF ASSETS

At the end of the term hereof or upon the earlier
termination of this Agreement as set forth in Section 6
hereof, all assets of the Authority shall be distributed to
the respective grantors or assignors thereof and any surplus
money on hand shall be returned to the City or the bistrict in
proportion to their respective contributions to the Authority
pursuant to Section 9 hereof.

SECTION 9. CONTRIBUTIONS AND ADVANCES

Contributions or advances of public funds and of
personnel, equipment or property may be made to the Authority
by the City and the District for any of the purposes of this
Agreement. Payment of public funds may be made to defray the
cost of any such contribution. Any such advance shall be made
subject to repayment, and shall be repaid, in the manner

agreed upon by the City or the District, as the case may be,

11
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and the Authority at the time of making such advance. It is
mutually understood and agreed that neither the City nor the
District has any obligation to make advances or contributions
to the Authority to provide for the costs and expenses of
administration of the Authority, even though either may do
so. The City or the District may allow the use of personnel,
equipment or property in lieu of other contributions or
advances to the Authority. After termination of this
Agreement pursuant to Section 3, any surplus money in
possession of the Authority shall be returned to the City and
the District in proportion to the unreimbursed contributions
each has made.

SECTION 10. AGREEMENT NOT EXCLUSIVE

This Agreement shall not be exclusive and shall not
be deemed to amend or alter the terms of other agreements
between the City and the District, except as the terms of this
Agreement may conflict therewith, in which case the terms of
this Agreement shall prevail.

SECTION 11. ACCQUNRTS AND REPORTS

The Authority shall establish and maintain such
funds and accounts as may be required by good accounting
practice. The books and records of the Authority shall be
open to inspection at all reasonable times by the City and thé
PDistrict and their representatives. The Authority shall give

an audited written report of all financial activities for each

12
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fiscal year to the City and to the District within 150 days
after the close of each fiscal year.

So long as required by Section 6505.6 of the
Government Code of the State of California, the Controller of
the Authority shall either make, or contract with a certified
public accountant or public accountants to make, an annual
audit of the accounts and records of the Authority. In each
case the minimum requirements of the audit shall be those
prescribed by the State Controller for special districts under
Section 26909 of the Government Code of the State of
California and shall conform to generally accepted auditing
standards. When such an audit of the accounts and records is
made by a certified public accountant or public accountants, a
report thereof shall be filed as public records with the City,
the District and, if required by Section 6505.6 of the
Government Code of the State of California, with the County
Auditor/Controller of the County of Shasta and the County
Auditor/Controller of the County of Stanislaus. Such report
shall be filed within 12 months of the end of the fiscal year
or years under examination.

Any costs of the audit, including contracts with, or
employment of, a certified public accountant or public
accountants, in connection with making an audit pursuant to
this section shall be borne by the Authority and shall be a
charge against any unencumbered funds of the Authority

available for the purpose and, in the event there are no such

13
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funds, shall be a charge against the City and the District in
proportion to the amount designated as principal of any
obligation incurred and principal amount of any bonded
indebtedness incurred by the Authority, as appropriate, on
behalf of the City and the District.

In any year the Authority may, by unanimous request
of the Board, replace the annual special audit with an audit
covering a two-year period.

SECTION 12, CONFLICT OF INTEREST CODE

The Authority by resolution shall adopt a Conflict
of Interest Code as required by law.

SECTION 13. BREACH

If default shall be made by the City or the District
in any covenant contained in this Agreement, such default
shall not excuse either the City or the District from
fulfilling its obligations under this Agreement and the City
and the District shall continue to be liable for the
performance of all conditions herein contained. The City and
the District hereby declare that this Agreement is entered
into for the benefit of the Authority created hereby and the
City and the District hereby grant to the Authority the right
to enforce by whatever lawful means the Authority deems
appropriate all of the obligations of each of the parties
hereunder. Each and all of the remedies given to the

Authority hereunder or by any law now or hereafter enacted are
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cumulative and the exercise of one right or remedy shall not
impair the right of the Authority to any or all other remedies.

SECTION 14. SEVERABILITY

Should any part, term, or provision of this
Agreement be decided by the courts to be illegal or in
conflict with any law of the State of California, or otherwise
be rendered unenforceable or ineffectual, the validity of the
remaining parts, terms or provisions hereof shall not be
affected thereby.

SECTION 15. SUCCESSQRS: ASSIGNMENT

This Agreement shall be binding upon and shall inure
to the benefit of the successors of the parties. Except to
the extent expressly provided herein, neither party may assign
any right or obligation hereunder without the consent of the
other,

SECTION 16. AMENDMENT OF AGREEMENT

This Agreement may be amended by supplemental
agreement executed by the City and the District at any time to
provide for the financing of public capital improveménts,
working capital, liability and other insurance needs, or
projects whenever there are significant public benefits, as
determined by the City and the District in accordance with the
Law or for any other purpose; provided, however, that in no
event shall this Agreement terminate while any obligation
incurred by the Authority or any bonds of the Authority remain

outstanding under the terms of a contract or other instrument

15
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pursuant to which such obligation is incurred or such bonds

are issued.

SECTION 17. FORM OF APPROVALS

Whenever an approval is required in this Agreement,
unless the context specifies otherwise, it shall be given, in
the case of the District, by resolution duly and regqularly
adopted by the members of the Board of Directors of the
District, and, in the case of the City, by resolution duly and
regularly adopted by the City Council of the City, and, in the
case of the Authority, by resolution duly and regularly
adopted by the Board. Whenever in this Agreement any consent
or approval is required, the same shall not be unreasonably
withheld.

SECTION 18. SECTION HEADIRGS

All section headings contained herein are for
convenience of reference only and are not intended to define

or limit the scope of any provision of this Agreement.

16
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IN WITNESS WHEREOF, the parties hereto have caused
this Agreement to be executed and attested by their proper
c=Zficers thereunto duly authorized, and their official seals

to> be hereto affixed, as of the day and year first above

written.
CITY OF REDDING
BY M M
SCOTT CARTER, MAYOR
{SEAL]
Aetest: FO RM APPROVED

Al 7R CIYY \EGAL DEPF

C.ty Clerk

MODEZSTO IRRIGATION DISTRICT

By

President

[ SEAL)
&ETTEST:

Secretary

17
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' IN WITNESS WHEREOF, the parties hereto have caused
this Agreement to be executed and attested by their proper
officers thereunto duly authorized, and théir official seals

to be hereto affixed, as of the day and year first above

written.
CITY OF REDDING
By
Mayor
[SEAL]
Attest:
City Clerk
MODESTO IRRIGATION DISTRICT .
By
esident
[ SEAL]
< i
Secretary
17
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CERTIFICATE OF THE SECRETARY OF THE
BOARD OF DIRECTORS OF THE MODESTO IRRIGATION DISTRICT
FINANCING AUTHORITY

I, VICKIE EHRLER, Secretary of the Board of
Directors of the Modesto Irrigation District Financing
Authority, hereby certify that the foregoing is a full, true
and correct copy of the Joint Exercise of Powers Agreement by
and between the City of Redding and the Modesto Irrigation
District, dated as of July 1, 1989.

I further certify that I have carefully compared
the foregoing copy with the original on file and of record in
my office; that said copy is a true, complete and correct
copy of the original Joint Exercise of Powers Agreement; and
that said Joint Exercise of Powers Agreement has not been
modified, amended, rescinded or revoked in any manner since
the date of its execution, and the same is now in full force
and effect.

IN WITNESS WHEREOF, I have executed this
certificate this 19th day of July, 1989.

MODESTO IRRIGATION DISTRICT
FINANCING AUTHORITY

By
Secretary of e Board of Directors

37581
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Limited Partnership Division loformation ~ (316) 324-6781

March Fong Eu Limited Pastnenship Unit (916) 324-6769
923 - 12th Street, 3rd Floor Statutory Certification
Secretary of State Bonds and Filings Unit (916) 3248775

Sacramento, CA 93514 Tracemark Unit {916) 445-9872

July 12, 1989

Mr. Mike Gamble
Valley Legal Services
P. 0. Box 27
Rocklin, CA 95677

The purpose of this letter is to acknowledge the filing in this
office of a Notice of a Joipt Powers Acreement
f°‘ ._;JiZkEﬂELJII19QKUXLInstzuﬂLjﬁnanClng_A"*hﬂfi*U pursuant

_MJAMMMMSD&_%LGSOB
This _hotice was filed as of 7-12-89 e

Sincerely,

-

MARIAN ASH, Chief
Limited Partnership Division

LINDA BEAUCHAMP, Supervisor

Statutory Certification,
Bonds and Filings Unit
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) - - F"-Ei e q 7
State of alifornia '
March Fong £u
Becretary of Btate FILED
ln the office of the Sacretary of State
of the Stata of Califomia
NOTICE OF A JOINT POWERS AGREEMENT JuL 12 1989
(Covernment Code Section 6503.5 or 6503.7) ( [ &A i
Instructions MARCH FORG EU, Secretargbt State
1. Complete and mail to: Secretary of State,
P.0. Box 704, Sacramento, CA 95812-0704 (916) 324-6778

2 Include filing fee of $5.00. (Office Use Only)

8. Do not include attachments, unless otherwise specified

The name of the agency or entity created under the agreement and responsible for the administration of
the agreement i

the Modesto Irrigation District Financing Authority

Mailing address: 1231 Eleventh Street, P.O. Box 4060, Modesto, Caljifornia 95352

Provide a short title of the agreement if applicable: Joint Exercise of Powers Agreement
by and between Modesto Irrigation District and the City of Redding

The public agencies party to the agreement are:
) Modesto Irrigation District

@ the City of Redding

@

if more space is needed, continue on a separate sheet and attach jt to this form.
The effective date of the agreement is: . _July 1, 1989

Provide a condensed statement of the agreement’s purpose or the powers to be exercised:
To provide for the joint exercise of powers for the purpose of financing

public capital improvements, working capital, liabi
needs, or projects whenever there are significant public benefits in
accordance with Article 1 of Chapter 5 of Division 7

Government Code of the State of Califomiz?
L. — - =
a[@ []I .j,""}“‘é‘-

Signature

Patricia M. Lynch, Bond Counsel

-Ty'ped Name and Title
Ocrrick, Herrington & Sutcliffe
(415) 773-5486

e/Stave Foom LP/SB-404 Rev. 2788 ="
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Ceneral Infarqution 916} 324-6781

Limited Partnership Division

Mareh Fong Eu P Limited Fartnership Unit (916) 324-6769
923 — 12th Street, 3rd Floor Statutory Certification

Secretary of State Bonds and Filings Unit (916) 324-6775

Sacramento, CA 95514 Teademark Unit (916) 4459872

July 12, 1989

Mr. Mike Gamble
Valley legal Services
P. O. Box 27

Rocklin, CA 95677

The purpose of this letter is to acknowledge the filing in this
office of a Statement of Facts

for __ Modesto Irrication District Financing Authority pursuant

ko Cali i ) *

This __statement was filed as of 7-12-89 .
Sincerely,

MARIAN ASH, Chief
Limited Partnership Division

LINDA BEAUCHAMP, Supervisor

Statutory Certification,
Bonds and Filings Unit
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Statl if California
March Fong £u

#ecretary of Btate

STATEMENT OF FACTS
ROSTER OF PUBLIC AGENCIES FILING
(Government Code Section 53051)

Instructions:

1. Complete and mail to: Secretary of State,
P.0. Box 704, Sacramento, CA 95812-0704 (816) 324-6778

2 A stréet address must be given as the official mailing address
or as the address of the presiding officer.

8 Complete addresses are required.
New Filing [ 1] Amendment -]
Nature of Amendment:

b

FILE

FILED

In the office of the Secratary of Stote
of tha State of California

JUL 12 1989

Wrench Frnee Ue

MARCH FONG EU, Secretaryddf State

(Office Use Only)

Legal name of Public Agency: __Modesto Irrigation District Financing Authority

County: ___Stanislaus

Official Mailing Address: 1231 Eleventh Street, P.0. Box 4060, Modesto, CA 95352

Name and Address of each member of the governing board:
Chairman, President or other Presiding Officer:

Name Charles . J.Billington, IIT Address 1231 Eleventh St., P.O. Box 4060

Modesto, CA 95352
Secretary or Clerk: -_
Name: Vickie Ehrler Address: 1231 Eleventh St., P.O. Box 4060

Modesto, CA 95352
Members:
Name: Robert A. Beck, D.V.M. Address 1231 Eleventh St., P.O. Box 4060, Modesto,CA
Name: John E. Kidd Address 1231 Eleventh St., P.0. Box 4060, Modesto, CA
Name: _Jeffrey P. Cowan Address: 1231 Eleventh St., P.O. Box 4060, Modesto, CA
Name: _William J. Lyons, Jr. Address 1231 Eleventh St., P.0. Box 4060, Modesto, CA
Name Address, — g
Date- ___July 11, 1989 By: (m M r;(%mé\,

Signature ) -

Patricia M. Lynch, Bond Counsel

T Typed Name and Title
Orrick, Herrington & Sutcliffe (415} 773-5486

*Saune Farw 1858408 Rev, 12/47 =5

et ]

«F Joxr)
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CERTIFICATE OF THE SECRETARY OF THE
BOARD OF DIRECTORS OF THE MODESTO IRRIGATION DISTRICT
FINANCING AUTHORITY

I, PAT MILLS, Secretary of the Board of Directors of the Modesto Irrigation
District Financing Authority, hereby certify that the foregoing is a full, true and correct copy of
the Joint Exercise of Powers Agreement by and between the City of Redding and the Modesto
Irrigation District, dated as of July 1, 1989.

I further certify that I have carefully compared the foregoing copy with the
original on file and of record in my office; that said copy is a true, complete and correct copy of
the original Joint Exercise of Powers Agreement; and that said Joint Exercise of Powers
Agreement has not been modified, amended, rescinded or revoked in any manner since the date
of its execution, and the same is now in full force and effect.

IN WITNESS WHEREOF, I have executed this certificate this 14th day of
August, 2013.

MODESTO IRRIGATION DISTRICT
FINANCING AUTHORITY

By /7%-%%

Secretary of the Board of Directors
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TRUST AGREEMENT

Among

MODESTO IRRIGATION DISTRICT FINANCING AUTHORITY
And
MODESTO IRRIGATION DISTRICT
And
WELLS FARGO BANK, NATIONAL ASSOCIATION,

as Trustee

Dated as of August 1, 2013

RELATING TO
MODESTO IRRIGATION DISTRICT FINANCING AUTHORITY
DOMESTIC WATER PROJECT REVENUE BONDS

INCLUDING
$43,270,000 SERIES 2013G REFUNDING WATER BONDS
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TRUST AGREEMENT

This TRUST AGREEMENT, made and entered into as of August 1, 2013, by and
among MODESTO IRRIGATION DISTRICT FINANCING AUTHORITY, a joint exercise of
powers authority duly organized and existing under and by virtue of the laws of the State of
California (the "Authority"), and MODESTO IRRIGATION DISTRICT, an irrigation district
duly organized and existing under and by virtue of the laws of the State of California (the
"District"), and WELLS FARGO BANK, NATIONAL ASSOCIATION, a national banking
association duly organized and existing under and by virtue of the laws of the United States of
America (the "Trustee™)

WHEREAS, the Authority is a joint exercise of powers authority organized and
existing pursuant to a Joint Exercise of Powers Agreement, dated as of July 1, 1989 (the
"Agreement”), by and between Modesto Irrigation District (the "District”) and the City of
Redding and pursuant to the Joint Exercise of Powers Act (Sections 6500 et seq. of the
California Government Code) (the "Act");

WHEREAS, the District is authorized by law, including Division 11 of the
California Water Code, as amended, to acquire interests in and construct facilities for the
treatment and delivery of water;

WHEREAS, the Authority is authorized by the Agreement and the Act to assist
the District in acquiring and financing the acquisition, design, construction and installation of the
domestic water treatment and delivery system of the District (the "Domestic Water System™)
through the issuance of its revenue bonds;

WHEREAS, the Authority and the District entered into an Installment Purchase
Contract, dated as of November 1, 1992 and amended and restated as of July 1, 1995 and further
amended and restated as of February 1, 1998 whereby the Authority agreed to assist the District
by financing and refinancing certain initial facilities, including diversion facilities, water
treatment facilities, pipelines, pumps, storage facilities and other improvements, described in
Exhibit B hereto (the "Project™), comprising the original project component of the Domestic
Water System in the manner described therein;

WHEREAS, the Authority assisted the District by refinancing the acquisition,
design, construction, improvement and installation of the Project for the District through the
issuance of its Domestic Water Project Revenue Bonds, Series 1992A in an original aggregate
principal amount of $67,320,000 (the "Series 1992A Water Bonds") and Series 1995C, in an
original aggregate principal amount of $23,380,000 (the "Series 1995C Water Bonds");

WHEREAS, the Authority authorized and issued its Domestic Water Project
Revenue Bonds, including Series 1998D Refunding Water Bonds in an original aggregate
principal amount of $94,715,000 (the "Prior Water Bonds") to assist in refinancing the Project
through the refunding of the Series 1992A Water Bonds and the Series 1995C Water Bonds;
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WHEREAS, the District has determined that it is in the best interests of the
District and its consumers, including but not limited to the beneficial use of the District's water
resources in a manner which promotes the assurance of water and electric service to the District's
residents and customers, and is otherwise necessary and proper for the public purposes of the
District that the District refinance the acquisition of such interests in the Project by further
amending and restating such Installment Purchase Contract, as of August 1, 2013 (the
“Installment Purchase Contract”);

WHEREAS, the District is obligated to make installment payments to the
Authority under the Installment Purchase Contract;

WHEREAS, all rights to receive installment payments under the Installment
Purchase Contract have been assigned without recourse by the Authority to the Trustee pursuant
to this Trust Agreement;

WHEREAS, in order to refund and defease the Prior Water Bonds in accordance
with their terms, and to provide for the authentication and delivery of the Authority’s Domestic
Water Project Refunding Revenue Bonds, Series 2013G (the “Series 2013G Water Bonds”™), to
establish and declare the terms and conditions upon which the Series 2013G Water Bonds are to
be issued and secured and to secure the payment of the principal thereof and interest thereon, the
Authority has authorized the execution and delivery of this Trust Agreement;

WHEREAS, the Authority hereby certifies that all acts and proceedings required
by law necessary to make the Series 2013G Water Bonds, when executed by the Authority,
authenticated and delivered by the Trustee and duly issued, the valid, binding and legal
obligations of the Authority payable in accordance with their terms, and to constitute this Trust
Agreement a valid and binding agreement of the parties hereto for the uses and purposes herein
set forth in accordance with its terms, have been done and taken, and the execution and delivery
of this Trust Agreement have been in all respects duly authorized,

NOW, THEREFORE, THIS TRUST AGREEMENT WITNESSETH, in order to
secure the payment of the principal of and the interest on all Series 2013G Water Bonds at any
time issued and outstanding under this Trust Agreement, according to their tenor, and to secure
the performance and observance of all the covenants and conditions therein and herein set forth,
and to declare the terms and conditions upon and subject to which the Series 2013G Water
Bonds are to be issued and received, and in consideration of the premises and of the mutual
covenants herein contained and of the purchase and acceptance of the Series 2013G Water Bonds
by the Owners thereof, and for other valuable considerations, the receipt of which is hereby
acknowledged, the Authority and the District do hereby covenant and agree with the Trustee, for
the benefit of the respective Owners from time to time of the Series 2013G Water Bonds, as
follows:
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ARTICLE |

DEFINITIONS; EQUAL SECURITY

SECTION 1.01. Definitions. Unless the context otherwise requires, the terms
defined in this section shall for all purposes hereof and of any amendment hereof or supplement
hereto and of any certificate, opinion, request or other document mentioned herein or therein
have the meanings defined herein, the following definitions to be equally applicable to both the
singular and plural forms of any of the terms defined herein.

Act

The term "Act” means the Joint Exercise of Powers Act, constituting Chapter 5 of
Title 1 of Division 7 of the California Government Code (Sections 6500 et seq.) as amended and
supplemented to the date hereof.

Authority

The term "Authority” means the Modesto Irrigation District Financing Authority,
a joint exercise of powers authority duly organized and existing under and by virtue of the laws
of the State of California.

Authorized Authority Representative

The term "Authorized Authority Representative” means the Chairperson,
Executive Secretary, Vice Chairperson, Treasurer or Controller of the Authority or any other
person who at the time and from time to time may be designated, by written certificate furnished
to the District and the Trustee, as the person authorized to act on behalf of the Authority. Such
certificate shall contain the specimen signature of such person, shall be signed on behalf of the
Authority by its Chairperson or its Treasurer and shall designate an alternate or alternates.

Authorized City Representative

The term "Authorized City Representative” means the Mayor, the City Manager
or Finance Director of the City or any other person who at the time and from time to time may be
designated, by written certificate furnished to the District and the Trustee, as the person
authorized to act on behalf of the City. Such certificate shall contain the specimen signature of
such person, shall be signed on behalf of the City by its Mayor, its City Manager or its Finance
Director and shall designate an alternate or alternates.

Authorized Denomination

The term "Authorized Denomination” means $5,000 or any integral multiple
thereof.
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Authorized District Representative

The term "Authorized District Representative” means the President of the Board
of Directors of the District, the Interim General Manager, the Interim Treasurer, the Interim
Assistant General Manager, Finance or the Controller of the District or any other person who at
the time and from time to time, may be designated, by written certificate furnished to the
Authority and the Trustee, as the person authorized to act on behalf of the District. Such
certificate shall contain the specimen signature of such person, shall be signed on behalf of the
District by the President of its Board of Directors, its General Manager, its Interim General
Manager, its Assistant General Manager, Finance, or its Interim Assistant General Manager,
Finance, and shall designate an alternate or alternates.

Bond Counsel

The term "Bond Counsel” means any attorney at law or firm of attorneys, of
nationally recognized standing in matters pertaining to the exclusion from gross income for
federal income tax purposes of interest on obligations issued by states and political subdivisions,
and duly admitted to practice law before the highest court of any state of the United States.

Bond Insurer

The term "Bond Insurer” means Assured Guaranty Municipal Corp., a New York
stock insurance company, or any successor thereto or assignee thereof,

Business Day

The term "Business Day" means a day on which banks located in the cities in
which the Principal Office of the Trustee are located are not required or authorized to remain
closed and on which the Federal Reserve System is not closed.

Certificate of the Authority

The term "Certificate of the Authority” means an instrument in writing signed by
an Authorized Authority Representative. If and to the extent required by the provisions of
Section 1.04, each Certificate of the Authority shall include the statements provided for in
Section 1.04.

Certificate of the District

The term "Certificate of the District” means an instrument in writing signed by an
Authorized District Representative. If and to the extent required by the provisions of Section
1.04, each Certificate of the Authority shall include the statements provided for in Section 1.04.

Certified Resolution

The term "Certified Resolution” means a copy of a resolution of the Authority
certified by the Executive Secretary or Deputy Executive Secretary of the Authority to have been
duly adopted by the Authority and to be in full force and effect on the date of such certification.
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E.

The term "City" means the City of Modesto.
Code

The term "Code" means the Internal Revenue Code of 1986.

Continuing Disclosure Agreement

The term "Continuing Disclosure Agreement™ shall mean that certain Continuing
Disclosure Agreement between the City and the Trustee dated the date of issuance and delivery
of the Series 2013G Water Bonds, as originally executed and as it may be amended from time to
time in accordance with the terms thereof.

Depositary

The term "Depositary™ means Wells Fargo Bank, National Association, as trustee,
and its successors and assigns in its capacity as Depositary under the Installment Purchase
Contract.

District

The term "District” means Modesto Irrigation District, an irrigation district duly
organized and existing under and by virtue of the laws of the State of California.

Domestic Water System

The term “Domestic Water System” shall have the meaning ascribed to such term
in the Installment Purchase Contract.

Event of Default

The term "Event of Default" as used herein shall have the meaning specified in
Section 7.01 hereof.

Federal Securities

The term "Federal Securities” means any of the following:
1. Cash

2. U.S. Treasury Certificates, Notes and Bonds (including State and Local
Government Series  “SLGs”)

3. Direct obligations of the Treasury which have been stripped by the
Treasury itself, CATS, TIGRS and similar securities
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4, Resolution Funding Corp. (REFCORP) Only the interest component of
REFCORRP strips which have been stripped by request of the Federal Reserve Bank of New York
in book entry form are acceptable.

5. Pre-refunded municipal bonds rated “Aaa” by Moody’s and “AAA” by
S&P. If however, the issue is only rated by S&P (i.e., there is no Moody’s rating), then the pre-
refunded bonds must have been pre-refunded with cash, direct U.S. or U.S. guaranteed
obligations, or AAA rated pre-refunded municipals to satisfy this condition.

6. Obligation issued by the following agencies which are backed by the full
faith and credit of the U.S.

a. U.S. Export-Import Bank (Eximbank)
Direct obligations or fully guaranteed certificates of beneficial ownership
b. Farmers Home Administration (FmHA)
Certificates of beneficial ownership
C. Federal Financing Bank
d. General Services Administration
Participation certificates
e. U.S. Maritime Administration
Guaranteed Title XI financing
f. U.S. Department of Housing and Urban Development (HUD)
Project Notes
Local Authority Bonds
New Communities Debentures — U.S. government guaranteed debentures

U.S. Public Housing Notes and Bonds — U.S. government guaranteed
public housing notes and bonds.

Fitch

The term “Fitch” means Fitch Ratings, its successors and their assigns, or if Fitch
is no longer performing the functions of a securities rating agency, “Fitch” shall be deemed to
refer to any other nationally recognized securities rating agency designated by the Trustee, at the
written direction of the District.
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Installment Payments

The term "Installment Payments™ means the installment payments of interest and
principal and the prepayment premium, if any, payable by the District under and pursuant to the
Installment Purchase Contract.

Installment Purchase Contract

The term "Installment Purchase Contract” means the Installment Purchase
Contract by and between the District and the Authority dated as of November 1, 1992, as
amended and restated as of July 1, 1995 and as further amended and restated as of February 1,
1998 and as further amended and restated as of August 1, 2013, as originally executed and as it
may from time to time be amended or supplemented in accordance with its terms.

Insured Series 2013G Water Bonds

The term "Insured Series 2013G Water Bonds," means Series 2013G Water
Bonds maturing on September 1, 2019 through and including September 1, 2022.

Interest Payment Date

The term "Interest Payment Date," means March 1, 2014, and each March 1 and
September 1 thereafter.

Moody's

The term "Moody's" means Moody's Investors Service, a corporation organized
and existing under the laws of the State of Delaware, its successors and their assigns, and, if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a
securities rating agency, "Moody's" shall be deemed to refer to any other nationally recognized
securities rating agency designated by the District.

Municipal Bond Insurance Policy

The term "Municipal Bond Insurance Policy” means the municipal bond
insurance policy issued by the Bond Insurer guaranteeing the scheduled payment of the principal
of and interest on the Insured Series 2013G Water Bonds when due.

Notice by Mail; Notice

The term "Notice by Mail™ or "notice™ of any action or condition "by Mail" means
a written notice meeting the requirements of this Trust Agreement mailed by first-class mail to
the Owners of specified registered Series 2013G Water Bonds, at the addresses shown on the
registration books maintained pursuant to Section 2.04 hereof.
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Outstanding

The term "Outstanding,” when used as of any particular time with reference to the
Series 2013G Water Bonds, means (subject to the provisions of Section 10.02) all Series 2013G
Water Bonds except --

1) Series 2013G Water Bonds canceled by the Trustee or delivered to the
Trustee for cancellation;

@) Series 2013G Water Bonds paid or deemed to have been paid within the
meaning of Section 10.01; and

3 Series 2013G Water Bonds in lieu of or in substitution for which other
Series 2013G Water Bonds shall have been executed and delivered by the Trustee pursuant to
Section 2.06.

Owner

The term "Owner" means the registered owner of any Outstanding Series 2013G
Water Bond.

Participating Underwriter

The term "Participating Underwriter” shall have the meaning ascribed thereto in
the Continuing Disclosure Agreement.

Permitted Investments

The term "Permitted Investments"” means any of the following which at the time
are legal investments under the laws of the State of California for moneys held hereunder and
then proposed to be invested therein:

A. Direct obligations of the United States (including obligations issued or
held in book-entry form on the books of the Department of the Treasury, and CATS and TIGRS)
or obligations the principal of and interest on which are unconditionally guaranteed by the
United States.

B. Bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following federal agencies and provided such obligations are backed by
the full faith and credit of the United States (stripped securities are only permitted if they have
been stripped by the agency itself):

1. United States Export-Import Bank
Direct obligations or fully guaranteed certificates of beneficial ownership
2. Farmers Home Administration

Certificates of beneficial ownership
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C.

Federal Financing Bank

Federal Housing Administration Debentures (“FHA”)

General Services Administration

Participation certificates

Government National Mortgage Association (“GNMA” or “Ginnie Mae”)
GNMA - guaranteed mortgage-backed bonds

GNMA - guaranteed pass-through obligations

United States Maritime Administration

Guaranteed Title XI financing

United States Department of Housing and Urban Development (“HUD”)
Project Notes

Local Authority Bonds

New Communities Debentures - United States government guaranteed
debentures

U.S. Public Housing Notes and Bonds — U.S. government guaranteed
public housing notes and bonds

Bonds, debentures, notes or other evidence of indebtedness issued or

guaranteed by any of the following non-full faith and credit U.S. government agencies (stripped
securities are only permitted if they have been stripped by the agency itself):

1.

OHSUSA:753910848.6

Federal Home Loan Bank System

Senior debt obligations

Federal Home Loan Mortgage Corporation (“FHLMC” or “Freddie Mac”)
Participation Certificates

Senior debt obligations

Federal National Mortgage Association (“FNMA” or “Fannie Mae”)
Mortgage-backed securities and senior debt obligations

Student Loan Marketing Association (“SLMA” or “Sallie Mae™)



Senior debt obligations
5. Resolution Funding Corporation (“REFCORP”) obligations
6. Farm Credit System

Consolidated systemwide bonds and notes

D. Money market funds registered under the Federal Investment Company
Act of 1940, whose shares are registered under the Federal Securities Act of 1933, and having a
rating by S&P of “AAAmM-G,” “AAA-m,” or “AA m” and if rated by Moody’s, rated “Aaa,”
“Aal” or “Aa2,” including funds for which the Trustee or any of its affiliates (including any
holding company, subsidiaries, or other affiliates) provides investment advisory or other
management services.

E. Certificates of deposit secured at all times by collateral described in (A)
and/or (B) above. Such certificates must be issued by commercial banks (including affiliates of
the Trustee), savings and loan associations or mutual savings banks. The collateral must be held
by a third party and the Trustee must have a perfected first security interest in the collateral.

F. Certificates of deposit, savings accounts, deposit accounts or money
market deposits (including those of the Trustee and its affiliates) which are fully insured by
FDIC, including BIF and SAIF.

G. Investment Agreements, including Guaranteed Investment Contracts,
Forward Purchase Agreements and Reserve Fund Put Agreements.

H. Commercial paper rated, at the time of purchase, “Prime-1" by Moody’s
and “A-1+" by S&P.

I Bonds or notes issued by any state or municipality which are rated by
Moody’s and S&P in one of the two highest rating categories assigned by such agencies.

J. Federal funds or bankers acceptances with a maximum term of one year of
any bank which has an unsecured, uninsured and unguaranteed obligation rating of “Prime — 1”
or “A3” or better by Moody’s and “A-1+" or “A” or better by S&P.

K. Repurchase agreements that provide for the transfer of securities from a
dealer bank or securities firm (seller/borrower) to the Trustee (buyer/lender), and the transfer of
cash from the Trustee to the dealer bank or securities firm with an agreement that the dealer bank
or securities firm will repay the cash plus a yield to the Trustee in exchange for the securities at a
specified date.

Repurchase Agreements must satisfy the following criteria:

a. Repos must be between the municipal entity and a dealer bank or
securities firm
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1) Primary dealers on the Federal Reserve reporting dealer list which are
rated A or better by Standard & Poor’s Ratings Group and Moody’s, or

2 Banks rated “A” or above by Standard & Poor’s Ratings Group and
Moody’s Investor Services.

b. The written repo contract must include the following:
1) Securities which are acceptable for transfer are:
@ Direct U.S. governments

(b) Federal agencies backed by the full faith and credit of the U.S.
government (and FNMA & FHLMC)

(@) The term of the repo may be up to 30 days

3) The collateral must be delivered to the municipal entity, trustee (if trustee
is not supplying the collateral) or third party acting as agent for the trustee (if the trustee is
supplying the collateral) before/simultaneous with payment (perfection by possession of
certificated securities).

4 The trustee has a perfected first priority security interest in the collateral.
(5) Valuation of Collateral

@ The securities must be valued weekly, marked-to-market at current market
price plus accrued interest

(b) The value of collateral must be equal to 104% of the amount of cash
transferred by the municipal entity to the dealer bank or security firm under the repo plus accrued
interest. If the value of securities held as collateral slips below 104% of the value of the cash
transferred by municipality, then additional cash and/or acceptable securities must be transferred.
If, however, the securities used as collateral are FNMA or FHLMC, then the value of collateral
must equal 105%.

C. Legal opinion which must be delivered to the municipal entity:
Repo meets guidelines under state law for legal investment of public funds.

L. Any state administered pool investment fund in which the Authority is
statutorily permitted or required to invest, including, but not limited to participation in the Local
Agency Investment Fund (LAIF).

Principal Office

The term "Principal Office” of the District means the office designated by the
District in writing to the Authority and the Trustee in Modesto, California.
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The term "Principal Office" of the Trustee means the corporate trust offices of the
Trustee initially located in Los Angeles or San Francisco, California (except that with respect to
the registration, transfer, exchange, surrender or payment of the Series 2013G Water Bonds, it
shall mean the office of the Trustee in Minneapolis, Minnesota).

Prior Water Bonds

The term “Prior Water Bonds” means the Authority’s unpaid Domestic Water
Project Refunding Revenue Bonds, Series 1998D.

Project

The term "Project” means the acquisition, design, construction and installation of
the initial facilities, described in Exhibit B hereto, comprising a portion of the domestic water
treatment and delivery system of the District.

Project Fund

The term "Project Fund" means the Modesto Irrigation District Domestic Water
Project Fund, Series 2013G established pursuant to Section 3.03 hereof.

Qualified Newspaper

The term "Qualified Newspaper™” shall include The Wall Street Journal and The
Bond Buyer and any other newspaper or journal containing financial news, printed in the English
language and customarily published on each business day, of general circulation in New York,
New York.

Rebate Fund

The term "Rebate Fund" means the Rebate Fund established pursuant to the
Installment Purchase Contract.

Rebate Instructions

The term "Rebate Instructions™ shall have the meaning ascribed to such term in
the Installment Purchase Contract.

Rebate Requirement

The term "Rebate Requirement” means the Rebate Requirement defined in the
Tax Certificate.

Record Date

The term "Record Date" means the close of business on the fifteenth day of the
calendar month immediately preceding the Interest Payment Date.
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Repository

The term “Repository” means the Municipal Securities Rulemaking Board or any
other entity designated or authorized by the Securities and Exchange Commission or any
successor agency thereto to receive reports and notices pursuant to Rule 15¢2-12.

Reserve Policy

The term "Reserve Policy” means the municipal bond debt service reserve
insurance policy issued by the Bond Insurer guaranteeing certain payments into the Series 2013G
Reserve Fund as provided therein and subject to the limitations set forth therein.

Revenues

The term "Revenues” means all Installment Payments and other payments made
by the District and received by the Authority pursuant to the Installment Purchase Contract and
all interest or other income from any investment of any money in any fund or account (other than
the Rebate Fund) pursuant to Section 5.03.

S&P

The term "S&P" means Standard & Poor's Rating Group, its successors and their
assigns, or if S&P is no longer performing the functions of a securities rating agency, "S&P"
shall be deemed to refer to any other nationally recognized securities rating agency designated by
the District.

Securities Depositories

The term "Securities Depositories” means: The Depository Trust Company, or, in
accordance with then-current guidelines of the Securities and Exchange Commission, to such
other addresses and/or such other securities depositories, or no such depositories, as the
Authority may designate in a Certificate of the Authority delivered to the Trustee.

Series 2013G Reserve Fund

The term "Series 2013G Reserve Fund" means the Series 2013G Reserve Fund
established pursuant to the Installment Purchase Contract.

Series 2013G Revenue Fund

The term "Series 2013G Revenue Fund" means the Series 2013G Revenue Fund
established pursuant to Section 5.02.

Series 2013G Water Bonds

The term "Series 2013G Water Bonds" means the Modesto Irrigation District
Financing Authority Domestic Water Project Refunding Revenue Bonds, Series 2013G executed
and delivered under and pursuant to Article Il in the aggregate principal amount of $43,270,000.
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Tax Certificate

The term "Tax Certificate” shall have the meaning ascribed to such term in the
Installment Purchase Contract.

Treatment and Delivery Agreement

The term "Treatment and Delivery Agreement™ shall have the meaning ascribed to
such term in the Installment Purchase Contract.

Trust Agreement

The term "Trust Agreement” means this Trust Agreement by and among the
Trustee, the District and the Authority, dated as of August 1, 2013, as originally executed and as
it may from time to time be amended or supplemented in accordance herewith.

Trustee

The term "Trustee™ means Wells Fargo Bank, National Association, a national
association duly organized and existing under and by virtue of the laws of the United States of
America, acting in its capacity as trustee hereunder, and its successors and assigns, or any other
bank, national association or trust company which may at any time be substituted in its place.

Written Consent of the Authority; Written Consent of the District

The terms "Written Consent of the Authority,” "Written Order of the Authority,"”
"Written Request of the Authority” and "Written Requisition of the Authority” mean,
respectively, a written consent, order, request or requisition signed by or on behalf of the
Authority by an Authorized Authority Representative.

The terms "Written Consent of the District,” "Written Order of the District,”
"Written Request of the District,” and "Written Requisition of the District” mean, respectively, a
written consent, order, request or requisition signed by or on behalf of the District by an
Authorized District Representative.

SECTION 1.02. Number and Gender. The singular form of any word used
herein, including the terms defined in Section 1.01, shall include the plural, and vice versa. The
use herein of a word of any gender shall include all genders.

SECTION 1.03. Articles, Sections, Etc. All references herein to "Articles,”
"Sections™" and other subdivisions are to the corresponding Articles, Sections or subdivisions of
this Trust Agreement as originally executed; and the words "herein,” "hereof,” "hereunder” and
other words of similar import refer to this Trust Agreement as a whole and not to any particular
Article, Section or subdivision hereof. The headings or titles of the several Articles and Sections
hereof, and any table of contents appended to copies hereof, shall be solely for convenience of
reference and shall not affect the meaning, construction or effect of this Trust Agreement.
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SECTION 1.04. Content of Certificates and Opinions. Every certificate or
opinion with respect to compliance with a condition or covenant provided for in this Trust
Agreement shall include (a) a statement that the person or persons making or giving such
certificate or opinion have read such covenant or condition and the definitions herein relating
thereto; (b) a brief statement as to the nature and scope of the examination or investigation upon
which the statements or opinions contained in such certificate or opinion are based; (c) a
statement that, in the opinion of the signers, they have made or caused to be made such
examination or investigation as is necessary to enable them to express an informed opinion as to
whether or not such covenant or condition has been complied with; and (d) a statement as to
whether, in the opinion of the signers, such condition or covenant has been complied with.

Any such certificate or opinion made or given by an officer of the Authority or
the District, as applicable, may be based, insofar as it relates to legal matters, upon a certificate
or opinion of or representations by counsel, unless such officer knows that the certificate or
opinion or representations with respect to the matters upon which his certificate or opinion may
be based as aforesaid are erroneous, or in the exercise of reasonable care should have known that
the same were erroneous. Any such certificate or opinion made or given by counsel may be
based, insofar as it relates to factual matters (with respect to which information is in the
possession of the Authority or the District, as applicable), upon the certificate or opinion of or
representations by an officer of the Authority or the District, as applicable, unless such counsel
knows that the certificate or opinion or representations with respect to the matters upon which
his opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should
have known that the same were erroneous.

SECTION 1.05. Equal Security. In consideration of the acceptance of the Series
2013G Water Bonds by the Owners thereof, the Trust Agreement shall be deemed to be and shall
constitute a contract between the Authority and the Trustee for the benefit of the Owners from
time to time of all Series 2013G Water Bonds authorized, executed, issued and delivered
hereunder and then Outstanding to secure the full and final payment of the principal of, interest
on and redemption premiums, if any, on all Series 2013G Water Bonds which may from time to
time be authorized, executed, issued and delivered hereunder, subject to the agreements,
conditions, covenants and provisions contained herein; and all agreements and covenants set
forth herein to be performed by or on behalf of the Authority shall be for the equal and
proportionate benefit, protection and security of all Owners of the Series 2013G Water Bonds
without distinction, preference or priority as to security or otherwise of any Series 2013G Water
Bonds over any other Series 2013G Water Bonds by reason of the number or date thereof or the
time of authorization, sale, execution, issuance or delivery thereof or for any cause whatsoever,
except as expressly provided herein or therein.

ARTICLE II

THE SERIES 2013G WATER BONDS

SECTION 2.01. Authorization and Purpose of Series 2013G Water Bonds;
Terms of Series 2013G Water Bonds. (a) Authorization and Purpose. The Authority has
reviewed all proceedings heretofore taken relative to the authorization of the Series 2013G Water
Bonds and has found, as a result of such review, and hereby finds and determines that all acts,
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conditions and things required by law to exist, to have happened and to have been performed
precedent to and in the issuance of the Series 2013G Water Bonds do exist, have happened and
have been performed in due time, form and manner as required by law, and that the Authority is
now duly authorized, pursuant to each and every requirement of the Act, to issue the Series
2013G Water Bonds in the form and manner provided herein for the purpose of providing funds
to pay for and construct the Project, and that the Series 2013G Water Bonds shall be entitled to
the benefit, protection and security provisions hereof. The Series 2013G Water Bonds shall be
prepared only in the form of fully registered Series 2013G Water Bonds, without coupons, in
Authorized Denominations. The Series 2013G Water Bonds shall be in substantially the form
set forth in Exhibit A hereto and shall be initially registered in the name of "Cede & Co.," as
nominee of The Depository Trust Company.

Pursuant to recommendations promulgated by the Committee on Uniform
Security Identification Procedures, "CUSIP" numbers may be printed on the Series 2013G Water
Bonds. Each respective Series 2013G Water Bond may bear such endorsement or legend
relating thereto as may be satisfactory to the Trustee and as may be required to conform to usage
or law with respect thereto.

(b) Terms of Series 2013G Water Bonds. The Series 2013G Water Bonds
shall be designated "Modesto Irrigation District Financing Authority Domestic Water Project
Refunding Revenue Bonds, Series 2013G," and shall be issued in an aggregate principal amount
of forty-three million two hundred seventy thousand dollars ($43,270,000) under and subject to
the terms of this Trust Agreement and the Act. The Series 2013G Water Bonds shall be payable
in lawful money of the United States of America and shall be executed and delivered only in
Authorized Denominations.

The Series 2013G Water Bonds shall be dated as of their date of issuance. The
Series 2013G Water Bonds shall bear interest from the Interest Payment Date next preceding the
date of registration thereof unless they are registered as of an Interest Payment Date, in which
event they shall bear interest from the date of registration thereof, or unless they are registered on
or before February 15, 2014, in which event they shall bear interest from their date of issuance;
provided, however, that if at the time of registration of any Series 2013G Water Bond interest on
the Outstanding Series 2013G Water Bonds shall be in default, Series 2013G Water Bonds
issued in exchange for Series 2013G Water Bonds surrendered for transfer or exchange shall
bear interest from the last date to which interest has been paid in full or duly provided for with
respect to the Series 2013G Water Bonds, or, if no interest has been paid or duly provided for
with respect to the Series 2013G Water Bonds, from their date of issuance. Interest on the Series
2013G Water Bonds shall be payable on each Interest Payment Date and shall be calculated on
the basis of a 360-day year and twelve 30-day months.

Payment of the interest on any Series 2013G Water Bond shall be made to the
person appearing on the bond registration books of the Trustee as the Owner thereof on the
Record Date, such interest to be paid by the Trustee to such Owner by clearinghouse check
mailed on the Interest Payment Date, to such Owner's address as it appears on the registration
books of the Trustee or at such other address as has been furnished to the Trustee in writing by
such Owner except that, if and to the extent that there shall be a default in the payment of the
interest due on such Interest Payment Date, such defaulted interest shall be paid to the Owners in
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whose names any such Series 2013G Water Bonds are registered at the close of business on the
day next preceding the date of payment of such defaulted interest. Both the principal of and
premium, if any, on the Series 2013G Water Bonds shall be payable upon surrender thereof on
their maturity or on redemption prior thereto at the Principal Office of the Trustee.

The Series 2013G Water Bonds shall be subject to redemption pursuant to Section
4.01.

(c) Maturity Dates; Rates of Interest. The Series 2013G Water Bonds shall
mature on September 1 in the years and in the amounts, and shall bear interest at the rates per
annum, as follows:

Maturity Date Principal

(September 1) Amount Interest Rate
2014 $3,970,000 2.00%
2015 4,110,000 5.00
2016 4,320,000 5.00
2017 4,535,000 5.00
2018 4,760,000 5.00
2019 5,005,000 5.00
2020 5,260,000 5.00
2021 5,515,000 5.00
2022 5,795,000 5.00

SECTION 2.02. Execution of Series 2013G Water Bonds Transfer of Series
2013G Water Bonds. The Series 2013G Water Bonds shall be executed in the name and on
behalf of the Authority with the manual or facsimile signature of its Treasurer attested by the
manual or facsimile signature of its Secretary. The Series 2013G Water Bonds shall then be
delivered to the Trustee for authentication by it.

In any case any officer whose signature appears on the Series 2013G Water
Bonds shall cease to be such officer before the delivery of the Series 2013G Water Bonds to the
purchaser thereof, such signature shall nevertheless be valid and sufficient for all purposes as if
such officer had remained in office until such delivery of the Series 2013G Water Bonds.

Only those Series 2013G Water Bonds bearing thereon a certificate of
authentication and registration in the form set forth in Exhibit A hereto, executed manually and
dated by the Trustee, shall be entitled to any benefit, protection or security hereunder or be valid
or obligatory for any purpose, and such certificate of the Trustee shall be conclusive evidence
that the Series 2013G Water Bonds so authenticated and registered have been duly authorized,
executed, issued and delivered hereunder and are entitled to the benefit, protection and security
hereof.

Any Series 2013G Water Bond may, in accordance with the terms of this Trust
Agreement, be transferred, upon the books of the Trustee required to be kept pursuant to the
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provisions of Section 2.04, by the person in whose name it is registered, in person or by the
attorney of such person duly authorized in writing, upon surrender of such Series 2013G Water
Bond for cancellation, accompanied by a duly executed written instrument of transfer in a form
approved by the Trustee. The Trustee shall require the payment by the Owner requesting such
transfer of any tax or other governmental charge required to be paid with respect to such transfer,
and there shall be no other charge to any Owner for any such transfer.

Whenever any Series 2013G Water Bond shall be surrendered for transfer, the
Trustee shall execute and deliver a new Series 2013G Water Bond or Series 2013G Water
Bonds. No transfers of Series 2013G Water Bonds shall be required to be made after the Record
Date and prior to the Interest Payment Date or during the period established by the Trustee for
selection of Series 2013G Water Bonds for redemption. No registration of transfer shall be made
of any Series 2013G Water Bond selected for redemption.

SECTION 2.03. Exchange of Series 2013G Water Bonds. Series 2013G Water
Bonds may be exchanged at the Principal Office of the Trustee for a like aggregate principal
amount of Series 2013G Water Bonds of Authorized Denominations of the same maturity. The
Trustee shall require the payment by the Owner requesting such exchange of any tax or other
governmental charge required to be paid with respect to such exchange, and there shall be no
other charge to any Owners for any such exchange.

No exchange of Series 2013G Water Bonds shall be required to be made after the
Record Date and prior to the Interest Payment Date or during the period established by the
Trustee for selection of Series 2013G Water Bonds for redemption. No registration of exchange
shall be made of any Series 2013G Water Bond selected for redemption.

SECTION 2.04. Bond Registers. The Trustee shall keep or cause to be kept
sufficient books for the registration and transfer of the Series 2013G Water Bonds which shall at
all times during the Trustee's business hours be open to inspection by the Authority, the Trustee
and the District; and, upon presentation for such purpose, the Trustee shall, under such
reasonable regulations as it may prescribe, register or transfer or cause to be registered or
transferred, on said books, the Series 2013G Water Bonds as hereinbefore provided.

SECTION 2.05. Temporary Series 2013G Water Bonds. The Series 2013G
Water Bonds may be issued initially in temporary form exchangeable for definitive Series 2013G
Water Bonds when ready for delivery. The temporary Series 2013G Water Bonds may be
printed, lithographed or typewritten, shall be in Authorized Denominations and may contain such
reference to any of the provisions of this Trust Agreement as may be appropriate. Every
temporary bond shall be executed and registered by the Trustee upon the same conditions and in
substantially the same manner as the definitive Series 2013G Water Bonds; provided, however,
that temporary Series 2013G Water Bonds may provide for payment of the principal thereof on
one or more maturity dates and provide for payment of interest at one or more rates depending
upon the maturity thereof. If the Trustee executes and delivers temporary Series 2013G Water
Bonds, the Authority will prepare definitive Series 2013G Water Bonds without delay and the
Trustee shall execute the same, and thereupon the temporary Series 2013G Water Bonds may be
surrendered, for cancellation, in exchange therefor at the Principal Office of the Trustee. The
Trustee shall cancel such temporary Series 2013G Water Bonds and shall authenticate and
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deliver in exchange for such temporary Series 2013G Water Bonds an equal aggregate principal
amount of definitive Series 2013G Water Bonds of the same series of Authorized
Denominations. Until so exchanged, the temporary Series 2013G Water Bonds shall be entitled
to the same benefits under this Trust Agreement as definitive Series 2013G Water Bonds
authenticated and delivered hereunder.

SECTION 2.06. Series 2013G Water Bonds Mutilated, Lost, Destroyed or
Stolen. If any Series 2013G Water Bond shall become mutilated, the Trustee, at the expense of
the Owner of said Series 2013G Water Bond, shall execute and deliver a new Series 2013G
Water Bond of like tenor in exchange and substitution for the Series 2013G Water Bond so
mutilated, but only upon surrender to the Trustee of the Series 2013G Water Bond so mutilated.
Every mutilated Series 2013G Water Bond so surrendered to the Trustee shall be canceled by the
Trustee, and shall be delivered to, or upon the order of, the Authority. If any Series 2013G
Water Bond issued hereunder shall be lost, destroyed or stolen, evidence of such loss, destruction
or theft may be submitted to the Trustee and if such evidence be satisfactory to it and indemnity
satisfactory to it shall be given, the Trustee, at the expense of the Owner, shall execute and
deliver a new Series 2013G Water Bond of like tenor in lieu of and in substitution for the Series
2013G Water Bond so lost, destroyed or stolen (or if any such Series 2013G Water Bond shall
have matured or shall be about to mature, instead of issuing a substitute Series 2013G Water
Bond the Trustee may pay the same without surrender thereof). The Trustee may require
payment of a reasonable fee for each new Series 2013G Water Bond issued under this section
and payment of the expenses which may be incurred by the Authority or the Trustee. Any Series
2013G Water Bond executed and delivered under the provisions of this section in lieu of any
Series 2013G Water Bond alleged to be lost, destroyed or stolen shall be equally and
proportionately entitled to the benefits of this Trust Agreement with all other Series 2013G
Water Bonds secured hereby.

The Trustee shall not be required to treat both the original Series 2013G Water
Bond and any replacement Series 2013G Water Bond as being Outstanding for the purpose of
determining the amount of Series 2013G Water Bonds which may be executed and delivered
hereunder or for the purpose of determining any percentage of Series 2013G Water Bonds
Outstanding hereunder, but both the original and replacement Series 2013G Water Bond shall be
treated as one and the same.

SECTION 2.07. Use of Depository. Notwithstanding any provision of the Trust
Agreement to the contrary:

@) The Series 2013G Water Bonds shall be initially issued as provided in
Section 2.01. Registered ownership of the Series 2013G Water Bonds, or any portions thereof,
may not thereafter be transferred except:

M To any successor of The Depository Trust Company or its
nominee, or to any substitute depository designated pursuant to clause (ii) of this
subsection (a) (“substitute depository™); provided that any successor of The Depository
Trust Company or substitute depository shall be qualified under any applicable laws to
provide the service proposed to be provided by it;
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(i) To any substitute depository not objected to by the Trustee, upon
(1) the resignation of The Depository Trust Company or its successor (or any substitute
depository or its successor) from its functions as depository, or (2) a determination by the
Authority that The Depository Trust Company or its successor (or any substitute
depository or its successor) is no longer able to carry out its functions as depository;
provided that any such substitute depository shall be qualified under any applicable laws
to provide the services proposed to be provided by it; or

(ili)  To any person as provided below, upon (1) the resignation of The
Depository Trust Company or its successor (or substitute depository or its successor)
from its functions as depository; provided that no substitute depository which is not
objected to by the Trustee can be obtained, or (2) a determination by the Authority that it
is in the best interests of the Authority to remove The Depository Trust Company or its
successor (or any substitute depository or its successor) from its function as depository.

(b) In the case of any transfer pursuant to clause (i) or clause (ii) of subsection
2.07(a) hereof, upon receipt of all Outstanding Series 2013G Water Bonds by the Trustee,
together with a Certificate of the Authority to the Trustee, a single new Series 2013G Water
Bond for each maturity shall be executed and delivered, registered in the name of such successor
or such substitute depository, or their nominees, as the case may be, all as specified in such
Certificate of the Authority. In the case of any transfer pursuant to clause (iii) of subsection
2.07(a) hereof, upon receipt of all Outstanding Series 2013G Water Bonds by the Trustee
together with a Certificate of the Authority to the Trustee, new Series 2013G Water Bonds shall
be executed and delivered in such denominations and registered in the names of such persons as
are requested in such Certificate of the Authority, subject to the limitations of Section 2.01
hereof; provided the Trustee shall not be required to deliver such new Series 2013G Water
Bonds within a period less than 60 days from the date of receipt of such Certificate of the
Authority.

(c) In the case of partial redemption, cancellation or an advance refunding of
any Series 2013G Water Bonds maturing in a particular year, The Depository Trust Company
shall make an appropriate notation on such Series 2013G Water Bonds indicating the date and
amounts of such reduction in principal, in form acceptable to the Trustee.

(d) The Authority and the Trustee shall be entitled to treat the person in whose
name any Series 2013G Water Bond is registered as the Owner thereof for all purposes of the
Trust Agreement and any applicable laws, notwithstanding any notice to the contrary received by
the Trustee or the Authority; and the Authority and the Trustee shall have no responsibility for
transmitting payments to, communicating with, notifying, or otherwise dealing with any
beneficial owners of the Series 2013G Water Bonds. Neither the Authority nor the Trustee will
have any responsibility or obligations, legal or otherwise, to the beneficial owners or to any
other party including The Depository Trust Company or its successor (or substitute depository or
its successor), except for the Owner of any Series 2013G Water Bond.

(e) So long as all Outstanding Series 2013G Water Bonds are registered in the

name of "Cede & Co." or its registered assign, the Authority and the Trustee shall cooperate with
"Cede & Co.," as sole registered Owner, and its registered assigns in effecting payment of the
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principals, redemption premium, if any, and interest on the Series 2013G Water Bonds by
arranging for payment in such manner that funds for such payments are properly identified and
are made immediately available on the date they are due.

ARTICLE Il

DELIVERY OF SERIES 2013G WATER BONDS

SECTION 3.01. Delivery of Series 2013G Water Bonds. Upon the sale and
execution thereof by the Authority, the Trustee is hereby authorized to authenticate and deliver
the Series 2013G Water Bonds in an aggregate principal amount of forty-three million two
hundred seventy thousand dollars ($43,270,000). The Trustee shall deliver the Series 2013G
Water Bonds to or upon the Written Order of the Authority delivered to the Trustee.

SECTION 3.02. Application of Proceeds of Series 2013G Water Bonds. The
proceeds received by the Authority from the sale of the Series 2013G Water Bonds shall be
deposited with the Trustee, who shall forthwith apply the following amounts as follows:

() a sum equal to the amount of $48,322,829.32, together with the
contribution of the District in the amount of $5,468,571.88, shall be applied by Wells Fargo,
National Association, as the trustee for the Prior Water Bonds, to redeem the Prior Water Bonds;
and

(i)  the remaining proceeds (namely $345,270.91) shall be deposited into the
Project Fund.

SECTION 3.03. Project Fund. The Trustee shall establish and maintain the
Modesto Irrigation District Domestic Water Project Fund, Series 2013G. The moneys in the
Project Fund shall be held by the Trustee in trust and applied to the payment of the costs of
issuance of the Series 2013G Water Bonds, fees and premiums for any surety bond, bond
insurance or other credit enhancement, the initial fees and expenses of the Trustee, printing costs,
legal, accounting and engineering fees and other costs incidental therewith.

Before any payment is made from the Project Fund by the Trustee, there shall be
filed with the Trustee a requisition signed by an Authorized District Representative conforming
with the requirements of this Section, substantially in the form of Exhibit C hereto, stating with
respect to each payment to be made:

1) the requisition number;
2 the name and address of the person to whom payment is due;
(3) the purpose for which such payment is to be made;

(4) the amount to be paid;
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(5) that each obligation mentioned therein has been properly incurred
and is a proper charge against the Project Fund; and

(6) that none of the items for which payment is requested has been
previously reimbursed from the Project Fund.

Each such requisition shall be sufficient evidence to the Trustee of the facts stated
therein. Upon receipt of each such requisition, the Trustee shall pay the amount set forth therein
as directed by the terms thereof.

When all costs payable from the Project Fund have been paid, the District shall
deliver to the Trustee a Certificate of the District stating that all such costs have been paid (or
that all of such costs have been paid less specified claims which are subject to dispute and for
which a retention in the Project Fund is to be maintained in the full amount of such claims until
such dispute is resolved). Upon the receipt of such certificate, the Trustee shall transfer any
remaining balance in the Project Fund (but less the amount of any such retention) in accordance
with a Written Request of the District to be deposited in the Domestic Water Project Revenue
Fund established under the Installment Purchase Contract, and the Trustee shall thereupon close
the Project Fund.

ARTICLE IV

REDEMPTION OF SERIES 2013G WATER BONDS

SECTION 4.01. Redemption of Series 2013G Water Bonds. (a) General. The
Series 2013G Water Bonds are subject to redemption to the extent the District is entitled or
required to make and makes a prepayment pursuant to Article VI of the Installment Purchase
Contract. The Trustee shall not call the Series 2013G Water Bonds for redemption, and the
Trustee shall not give notice of any such redemption, unless the District has so directed in
writing and all required Installment Payments under the Installment Purchase Contract have been
made. The preceding sentence shall not apply to the Series 2013G Water Bonds redeemed
pursuant to Section 4.01 (b)(i) hereof.

(b) Redemption Provision. The Series 2013G Water Bonds shall be subject to
redemption prior to maturity as a whole on any date or in part selected randomly (in Authorized
Denominations) on any Interest Payment Date, from prepaid Installment Payments made by the
District from funds received by the District due to a casualty loss or governmental taking of the
Domestic Water System or portions thereof by eminent domain proceedings, under the
circumstances and upon the conditions and terms prescribed herein and in the Installment
Purchase Contract, at a redemption price equal to the principal amount of the Series 2013G
Water Bonds to be redeemed plus accrued interest thereon to the date fixed for redemption,
without premium,

SECTION 4.02. Selection of Series 2013G Water Bonds for Redemption. If less
than all of the Series 2013G Water Bonds of any one maturity are to be redeemed on any one
date, the Trustee shall select the Series 2013G Water Bonds of such maturity randomly in a
manner which the Trustee deems to be fair; provided, however, that with respect to Insured
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Series 2013G Water Bonds which are redeemed in part pursuant to subsection 4.01(b) above, the
selection of such Insured Series 2013G Water Bonds shall be subject to the approval of the Bond
Insurer. The Trustee shall promptly notify the Authority in writing of the numbers of the Series
2013G Water Bonds or portions thereof so selected for redemption. The District may select the
maturities of the Series 2013G Water Bonds to be redeemed by filing a Written Request of the
District with the Trustee.

SECTION 4.03. Notice of Redemption. After receipt of the notice specified in
Section 6.02 of the Installment Purchase Contract, notice of redemption shall be given by the
Trustee for and on behalf of the Authority, by mail, not less than thirty (30) nor more than sixty
(60) days prior to the redemption date, to (i) the Authority, (ii) the Owner of each Series 2013G
Water Bond to be redeemed at the address shown on the registration books of the Trustee on the
date such notice is mailed, (iii) the Securities Depositories and (iv) the Repository. Each notice
of redemption shall state the date of such notice, the date of issuance of the Series 2013G Water
Bonds, the redemption date, the redemption prices, the place or places of redemption (including
the name and appropriate address or addresses of the Trustee), the CUSIP number of the Series
2013G Water Bonds, the source of the funds to be used for such redemption, the principal
amount of the Series 2013G Water Bonds to be redeemed, the distinctive bond numbers of the
Series 2013G Water Bonds or portions thereof to be redeemed, the rate of interest payable on the
Series 2013G Water Bonds to be redeemed and the maturity date of the Series 2013G Water
Bonds to be redeemed, and shall also state that the interest payable on the Series 2013G Water
Bonds designated for redemption shall cease to accrue from and after such redemption date and
that on said date there will become due and payable on each of said Series 2013G Water Bonds
the principal amount of the Series 2013G Water Bonds to be redeemed, interest accrued thereon
to the redemption date and the premium, if any, thereon (such premium to be specified) and shall
require that such Series 2013G Water Bonds be then surrendered at the address or addresses of
the Trustee specified in the redemption notice.

Any notice mailed as provided shall be conclusively presumed to have been
given, whether or not such Owner receives the notice.

SECTION 4.04. Partial Redemption of Series 2013G Water Bonds. Upon
surrender of any Series 2013G Water Bond redeemed in part only, the Trustee shall provide a
replacement Series 2013G Water Bond in a principal amount equal to the portion of such Series
2013G Water Bond not redeemed, and deliver it to the Owner thereof. The Series 2013G Water
Bond so surrendered shall be canceled by the Trustee as provided herein. The Authority, the
District and the Trustee shall be fully released and discharged from all liability to the extent of
payment of the redemption price for such partial redemption.

SECTION 4.05. Effect of Redemption. Notice of redemption having been duly
given as aforesaid, and moneys for payment of the redemption price being held by the Trustee,
the Series 2013G Water Bonds so called for redemption shall, on the redemption date designated
in such notice, become due and payable at the redemption price specified in such notice, interest
on the Series 2013G Water Bonds so called for redemption shall cease to accrue, said Series
2013G Water Bonds shall cease to be entitled to any lien, benefit or security under this Trust
Agreement, and the Owners of said Series 2013G Water Bonds shall have no rights in respect
thereof except to receive payment of the redemption price thereof.
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All Series 2013G Water Bonds fully redeemed pursuant to the provisions of this
Article IV shall be canceled upon surrender thereof and may be destroyed by the Trustee
pursuant to its retention policies then in effect.

ARTICLE V

REVENUES

SECTION 5.01. Pledge of Revenues. The Trustee hereby accepts the assignment
set forth in Section 5.04. All Revenues and any other amounts (including proceeds of the sale of
the Series 2013G Water Bonds) held by the Trustee in any fund or account established hereunder
(other than amounts on deposit in the Rebate Fund created pursuant to Section 6.04) are hereby
irrevocably pledged to the payment of the interest on and principal of the Series 2013G Water
Bonds as provided herein, and the Revenues shall not be used for any other purpose while any of
the Series 2013G Water Bonds remain Outstanding; provided, however, that out of the Revenues
and other moneys there may be applied such sums for such purposes as are permitted hereunder.
This pledge shall constitute a first pledge of and charge and lien upon the Revenues and all other
moneys on deposit in the funds and accounts established hereunder (other than amounts on
deposit in the Rebate Fund created pursuant to Section 6.04) for the payment of the interest on
and principal of the Series 2013G Water Bonds in accordance with the terms hereof and thereof.

SECTION 5.02. Receipt and Deposit of Revenues. (a) In order to carry out and
effectuate the pledge, charge and lien contained herein, the Authority agrees and covenants that
all Revenues when and as received shall be received by the Authority in trust hereunder for the
benefit of the Holders and shall be deposited when and as received by the Authority in the Series
2013G Revenue Fund which fund is hereby created and which fund the Authority hereby agrees
and covenants to maintain with the Trustee so long as any Series 2013G Water Bonds shall be
Outstanding hereunder. All Revenues shall be accounted for through and held in trust in the
Series 2013G Revenue Fund and the Authority shall have no beneficial right or interest in any of
the Revenues except only as herein provided. All Revenues, whether received by the Authority
in trust or deposited with the Trustee as herein provided, shall nevertheless be allocated, applied
and disbursed solely for the purposes and uses hereinafter in this Article set forth, and shall be
accounted for separately and apart from all other accounts, funds, money or other resources of
the Authority.

(b) Subject to Section 5.05 of the Installment Purchase Contract and Section 6.04
hereof, all money in the Series 2013G Revenue Fund shall be set aside by the Trustee in the
following respective special accounts within the Series 2013G Revenue Fund (each of which is
hereby created and each of which the Authority hereby covenants and agrees to cause to be
maintained) in the following order of priority:

() Interest Account,
(i) Principal Account,

(ili)  Redemption Account, and
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(iv)  Surplus Account.

All money in each of such accounts shall be held in trust by the Trustee and shall be applied,
used and withdrawn only for the purposes hereinafter authorized in this section. The Trustee
may establish a temporary fund or account in its records to facilitate any transfer of amounts in
any fund or account hereunder.

() Interest Account. The Trustee on or before the Interest Payment Date
shall deposit in the Interest Account an amount of money which, together with any money
contained therein, is equal to the aggregate amount of interest coming due and payable on all
Outstanding Series 2013G Water Bonds on such Interest Payment Date. Except as provided in
Section 5.05 of the Installment Purchase Contract and Section 6.04 hereof, moneys in the Interest
Account shall be used and withdrawn by the Trustee solely for the purpose of paying the interest
on the Series 2013G Water Bonds when due and payable.

(i) Principal Account. The Trustee on or before September 1 of each year
shall deposit in the Principal Account an amount of money which, together with any money
contained therein, is equal to the aggregate principal amount of all Outstanding Series 2013G
Water Bonds becoming due and payable on such September 1, plus the aggregate amount of all
sinking fund payments required to be made with respect to the Series 2013G Water Bonds that
are term bonds. Except as provided in Section 5.05 of the Installment Purchase Contract and
Section 6.04 hereof, moneys in the Principal Account shall be used and withdrawn by the
Trustee solely for the purpose of paying the principal of the Series 2013G Water Bonds when
due and payable, provided that all sinking fund payments deposited into the Principal Account
shall be used and withdrawn by the Trustee solely for the purpose of redeeming or paying at
maturity the Series 2013G Water Bonds for which such sinking fund payment was made.

(ili)  Redemption Account. The Trustee, on the date specified in the Written
Request of the District filed with the Trustee pursuant to Section 6.02 of the Installment Purchase
Contract at the time that any prepaid Installment Payment is paid to the Trustee, shall deposit in
the Redemption Account that amount of money representing the portion of the Installment
Payments designated as prepaid Installment Payments. Except as provided in Section 5.05 of the
Installment Purchase Contract and Section 6.04 hereof, moneys in the Redemption Account shall
be used and withdrawn by the Trustee solely for the purpose of paying the principal of,
redemption premiums, if any, and interest on the Series 2013G Water Bonds to be redeemed.

(iv)  Surplus Account. The Trustee, on or before September 1 of each year,
beginning on September 1, 2014, shall deposit in the Surplus Account all money remaining in
the Series 2013G Revenue Fund after the deposits, if any, required by Section 5.05 of the
Installment Purchase Contract and Section 5.04 hereof and subsections (i), (ii) and (iii) of this
section have been made. Amounts on deposit in the Surplus Fund shall initially be applied to
pay any amounts due and owing to the Bond Insurer pursuant to the Municipal Bond Insurance
Policy or the Reserve Policy. Once such amounts have been made, then beginning on
September 2 of each year, beginning on September 2, 2014, the Trustee, if the District is not then
in default under the Trust Agreement and the Installment Purchase Contract, shall disburse the
money in the Surplus Account to the District unless any money in the Surplus Account is or will
be required for the payment of the principal of or interest on the Series 2013G Water Bonds on
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the next succeeding Interest Payment Date (assuming for the purpose of such determination that
the District shall pay when due all Installment Payments required by the Installment Purchase
Contract), in which event such money shall be held in the Surplus Account for such purpose.

SECTION 5.03. Investment of Moneys. Subject to the limitations in Sections
5.01 and 5.05 hereof, any moneys in any of the funds and accounts to be established by the
Trustee pursuant to this Trust Agreement shall be invested by the Trustee in Permitted
Investments upon the Written Request of the District or upon telephone request of the District
promptly confirmed in writing. Moneys in any fund or account (other than the Rebate Fund)
shall be invested in Permitted Investments with respect to which payments of principal thereof
and interest thereon are scheduled or otherwise payable not later than the date on which it is
estimated that such moneys will be required by the Trustee.

For the purpose of determining the amount in any fund, all Permitted Investments
credited to such fund shall be valued at the lower of cost (inclusive of all interest accrued but not
paid) or market value.

Any interest, profit or loss on such investments shall be credited or charged to the
respective funds from which such investments are made. The Trustee may sell or present for
redemption any obligations so purchased whenever it shall be necessary in order to provide
moneys to meet any payment. The Trustee shall not be liable or responsible for any loss
resulting from such sale or redemption of such investment.

The Trustee may commingle any of the funds or accounts (other than the Rebate
Fund) established pursuant to this Trust Agreement into a separate fund or funds for investment
purposes only, provided that all funds or accounts held by the Trustee hereunder shall be
accounted for separately as required by this Trust Agreement. The Trustee may act as principal
or agent in the making or disposing of any investment. The Trustee may sell at the best price
obtainable, or present for redemption, any Permitted Investments so purchased whenever it shall
be necessary to provide moneys to meet any required payment, transfer, withdrawal or
disbursement from the fund or account to which such Permitted Investment is credited. The
Trustee shall not be liable or responsible for any loss resulting from any investment made
pursuant to this Section 5.03. Subject to the other requirements of this Section 5.03, absent
directions from the District as to the investment of funds, the Trustee shall invest in the Wells
Fargo Advantage Fund or a successor fund offered by the Trustee.

To the extent that any of the requirements concerning Permitted Investments
embodies a legal conclusion, the Trustee shall be entitled to conclusively rely upon a certificate
from the appropriate party or an opinion from counsel to such party that such requirement has
been met.

SECTION 5.04. Assignment to Trustee; Enforcement of Obligations. (a) The
Authority hereby transfers, assigns and sets over to the Trustee all of the Installment Payments
and other Revenues and any and all rights and privileges it has under the Installment Purchase
Contract including, without limitation, the right to collect and receive directly all of the
Installment Payments and the right to hold and enforce any security interest, and any Installment
Payments collected or received by the Authority shall be deemed to be held, and to have been
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collected or received, by the Authority as the agent of the Trustee, and shall forthwith be paid by
the Authority to the Trustee. The Trustee also shall take all steps, actions and proceedings
required to be taken as provided in any opinion of Bond Counsel delivered to it, reasonably
necessary to maintain in force for the benefit of the Owners of the Series 2013G Water Bonds
the Trustee's rights in and priority to the following security granted to it for the payment of the
Series 2013G Water Bonds: the Trustee's rights as assignee of the Installment Payments and
other Revenues and all other rights and privileges under the Installment Purchase Contract and as
beneficiary of any other rights to security for the Series 2013G Water Bonds which the Trustee
may receive in the future.

(b) The Trustee may, in performing the obligations set out in Section 5.04(a)
above, rely and shall be protected in acting or refraining from acting upon an opinion of Bond
Counsel furnished by the District.

SECTION 5.05. Repayment to District. When there are no longer any Series
2013G Water Bonds Outstanding, and all fees, charges and expenses of the Trustee have been
paid or provided for, and all expenses of the Authority relating to the Project and this Trust
Agreement have been paid or provided for, and all amounts due and owing to the Bond Insurer
pursuant to the Municipal Bond Insurance Policy or the Reserve Policy have been paid, and all
other amounts payable hereunder, including without limitation the Rebate Requirement, and
under the Installment Purchase Contract have been paid, and this Trust Agreement has been
discharged and satisfied, the Trustee shall pay to the District any amounts remaining in any fund
established and held hereunder.

ARTICLE VI

COVENANTS OF THE AUTHORITY AND THE TRUSTEE

SECTION 6.01. Punctual Payment and Performance. The Authority will
punctually pay out of the Revenues the interest on and the principal of and redemption
premiums, if any, to become due on every Series 2013G Water Bond issued hereunder in strict
conformity with the terms hereof and of the Series 2013G Water Bonds, and will faithfully
observe and perform all of the agreements and covenants to be observed or performed by the
Authority contained herein and in the Series 2013G Water Bonds.

SECTION 6.02. Compliance with Installment Purchase Contract and Treatment
and Delivery Agreement. The District and the Authority will faithfully comply with, keep,
observe and perform all the agreements, conditions, covenants and terms contained in the
Installment Purchase Contract and in the Treatment and Delivery Agreement required to be
complied with, kept, observed and performed by the District and the Authority and the Trustee
will, to the extent required hereunder, enforce such document against the District in accordance
with its terms.

The Authority will not alter, amend or modify the Instaliment Purchase Contract
without the prior written consent of the Trustee and the Bond Insurer. Such consent of the
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Trustee shall be given only (i) if the Trustee receives an opinion of Bond Counsel which states
that such alterations, amendments or modifications will not result in any material impairment of
the security given or intended to be given for the payment of the Installment Payments, or (ii) if
the Trustee first obtains the written consents of Owners of at least sixty per cent (60%) in
aggregate principal amount of the Series 2013G Water Bonds then Outstanding to such
alterations, amendments or modifications; provided, however, that Section 5.05 of the
Installment Purchase Contract may be amended upon receipt of an opinion of Bond Counsel that
any specified action required under Section 5.05 is no longer required, or some further or
different action is required, to maintain the exclusion from federal income tax of interest on the
Series 2013G Water Bonds.

The District will not alter, amend or modify the Treatment and Delivery
Agreement without the prior written consent of the Trustee and the Bond Insurer. Such consent
of the Trustee shall be given only (i) if the Trustee receives a Certificate of the District to the
effect that such alterations, amendments or modifications will not result in any material
impairment of the security given or intended to be given for the payment of the Installment
Payments, or (ii) if the Trustee first obtains the written consent of the Owners of at least sixty per
cent (60%) in aggregate principal amount of the Series 2013G Water Bonds then Outstanding to
such alterations, amendments or modifications.

SECTION 6.03. Observance of Laws and Regulations. The Authority and the
Trustee will faithfully comply with, keep, observe and perform all valid and lawful obligations or
regulations now or hereafter imposed on them by contract, or prescribed by any law of the
United States of America or of the State of California, or by any officer, board or commission
having jurisdiction or control, as a condition of the continued enjoyment of each and every
franchise, right or privilege now owned or hereafter acquired by them, including their right to
exist and carry on their respective businesses, to the end that such franchises, rights and
privileges shall be maintained and preserved and shall not become abandoned, forfeited or in any
manner impaired.

SECTION 6.04. Tax Covenants. (a) The District and the Authority each
covenant that it will not take any action, or fail to take any action, if any such action or failure to
take such action would adversely affect the exclusion from gross income of the interest on the
Series 2013G Water Bonds under Section 103 of the Code. The Authority and the District
covenant that they will not directly or indirectly use or permit the use of any proceeds of the
Series 2013G Water Bonds or any other funds of the Authority or the District or take or permit to
be taken or omit or permit the omission of any action or actions that would cause the Series
2013G Water Bonds to be "arbitrage bonds" within the meaning of Section 148(a) of the Code.
To that end, the Authority and the District will comply with all applicable requirements of
Section 148 of the Code and all applicable regulations of the United States Department of the
Treasury. In the event that at any time the Authority or the District as its agent is of the opinion
that for purposes of this Section 6.04 or Section 5.05 of the Installment Purchase Contract it is
necessary to restrict or to limit the yield on the investment of any moneys held by the Trustee
under this Trust Agreement or the Installment Purchase Contract or otherwise, the Authority or
the District shall so instruct the Trustee in writing, and the Trustee shall take the action required
by such instructions.
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(b) The District shall establish and maintain a fund designated the Rebate
Fund separate from any other fund established and maintained under the Installment Purchase
Contract. The District shall deposit in the Rebate Fund the Rebate Requirement as provided in
the Tax Certificate. Subject to the other provisions of this Section 6.04 and Section 5.05 of the
Installment Purchase Contract, moneys held in the Rebate Fund are hereby pledged to secure
payments to the United States government, and the Authority, the District, and the Owners shall
have no rights in or claim to such moneys.

Without limiting the generality of the foregoing, the Authority and the District
agree that there shall be paid from time to time all amounts required to be rebated to the United
States pursuant to Section 148(f) of the Code and any temporary, proposed or final treasury
regulations as may be applicable to the Series 2013G Water Bonds from time to time. This
covenant shall survive payment in full or defeasance of the Series 2013G Water Bonds. The
Authority and the District specifically covenant to pay or cause to be paid to the United States at
the times and in the amounts determined under Section 6.04 hereof, the Rebate Requirement, as
described in the Tax Certificate. The Trustee agrees to comply with all Rebate Instructions given
in accordance with this covenant.

If the Rebate Instructions so direct, the Trustee shall transfer moneys to the
District for deposit into the Rebate Fund from such accounts or funds as the Rebate Instructions
direct. The Trustee shall conclusively be deemed to have complied with the provisions of this
Section 6.04 and Section 5.05 of the Installment Purchase Contract if it follows the directions of
the District set forth in the Rebate Instructions and shall not be required to take any actions
hereunder in the absence of Rebate Instructions from the District.

(c) Notwithstanding any provision of this Section 6.04 or Section 5.05 of the
Installment Purchase Contract, if the District shall provide to the Trustee an opinion of Bond
Counsel that any specified action required under this Section 6.04 or Section 5.05 of the
Installment Purchase Contract, is no longer required or that some further or different action is
required to maintain the tax-exempt status of interest on the Series 2013G Water Bonds, the
Trustee and the Authority may conclusively rely on such opinion in complying with the
requirements of this Section, and the covenants hereunder shall be deemed to be modified to that
extent.

SECTION 6.05. Against Encumbrances. So long as any Series 2013G Water
Bonds are Outstanding, the Authority will not create or suffer to be created any pledge of or lien
on the Installment Payments or other Revenues other than the pledge and lien hereof, and will
not issue any bonds, notes or obligations payable from the Installment Payments or other
Revenues or secured by a pledge of or charge or lien upon the Installment Payments or other
Revenues except the Series 2013G Water Bonds.

SECTION 6.06. Prosecution and Defense of Suits. The Authority will defend
against every action, suit or other proceeding at any time brought against the Trustee or any
Owner upon any claim arising out of the receipt, deposit or disbursement of any of the
Installment Payments or other Revenues or involving the rights of the Trustee or any Owner
hereunder; provided, however, that the Trustee or any Owner at its or such Owner's election may
appear in and defend any such action, suit or other proceeding. The Authority will indemnify
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and hold harmless the Trustee and the Owners against any and all liability claimed or asserted by
any person arising out of any such receipt, deposit or disbursement, and will indemnify and hold
harmless the Owners against any attorneys' fees or other expenses which any of them may incur
in connection with any litigation or otherwise in connection with the foregoing to which any of
them may become a party in order to enforce their rights hereunder or under the Series 2013G
Water Bonds, provided that such litigation shall be concluded favorably to such Owners'
contentions therein.

SECTION 6.07. Accounting Records and Statements. The Trustee will keep
proper accounting records in accordance with the Trustee's standards in which complete and
correct entries shall be made of all transactions relating to the receipt, investment, deposit,
application and disbursement of the Installment Payments, all other Revenues and the proceeds
of the Series 2013G Water Bonds, and such accounting records shall be available for inspection
by the District or any agent duly authorized in writing at reasonable hours and under reasonable
conditions. Not later than the fifteenth (15th) day of each calendar month commencing on
September 15, 2013 and continuing so long as any Series 2013G Water Bonds are Outstanding,
the Trustee will furnish, or cause to be furnished to the Authority a complete statement covering
the receipts, investment, deposits, application and disbursements of the Installment Payments and
all other Revenues for the immediately preceding calendar month.

Such records shall specify the account or fund to which each investment (or
portion thereof) held pursuant to this Trust Agreement is to be allocated and shall set forth, in the
case of each Permitted Investment, (a) its purchase price, (b) identifying information, including
par amount, coupon rate, and payment dates, (¢) the amount received at maturity or its sale price,
as the case may be, (d) the amounts and dates of any payments made with respect thereto, and (e)
such other documentation as is required by the Authority in writing.

SECTION 6.08. Recording and Filing. The Trustee upon receipt of a Written
Request of the Authority shall file, record, register, renew, refile and rerecord all such
documents, including financing statements (or continuation statements in connection therewith),
as may be required by law in order to maintain the Installment Purchase Contract, the Treatment
and Delivery Agreement and the Trust Agreement at all times as a security interest in the
Revenues and the Installment Payments, all in such manner, at such times and in such places as
may be required by such Written Request of the Authority and to the extent permitted by law in
order to fully perfect, preserve and protect the security of the Owners and the rights and security
interests of the Trustee, and the Trustee may do whatever else may be necessary or be reasonably
required by such Written Request of the Authority in order to perfect and continue the lien of the
Installment Purchase Contract, the Treatment and Delivery Agreement and the Trust Agreement;
provided, however, that the Trustee will not be required to execute a special or general consent to
service of process, or to qualify as a foreign corporation in connection with any such filing,
recording, registration, refiling or rerecording in any jurisdiction in which it is not now so
subject.

SECTION 6.09. Further Assurances. Whenever and so often as requested to do
so by the Trustee or any Owner, the Authority will promptly execute and deliver or cause to be
executed and delivered all such other and further assurances, documents or instruments and
promptly do or cause to be done all such other and further things as may be necessary or required
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in order to further and more fully vest in the Trustee and the Owners all advantages, benefits,
interests, powers, privileges and rights conferred upon them hereby.

SECTION 6.10. Continuing Disclosure.

Neither the District nor the Authority shall have any responsibility or liability to
the Owners of the Series 2013G Water Bonds or any other person with respect to the continuing
disclosure requirements contained in the Continuing Disclosure Agreement. The Trustee hereby
covenants and agrees that it will comply with and carry out all of the provisions applicable to the
Trustee of the Continuing Disclosure Agreement. Notwithstanding any other provision of this
Trust Agreement, failure of the City or the Trustee to comply with the Continuing Disclosure
Agreement shall not be considered an Event of Default; however, the Trustee may (and, at the
request of any Participating Underwriter or the Owners of at least 25% aggregate principal
amount of Outstanding Series 2013G Water Bonds, shall) or any Owner may take such actions as
may be necessary and appropriate, including seeking mandate or specific performance by court
order, to cause the City to comply with its obligations under the Continuing Disclosure
Agreement or to cause the Trustee to comply with its obligations under this Section 6.10.

ARTICLE VII
EVENTS OF DEFAULT AND REMEDIES

SECTION 7.01. Events of Default and Acceleration of Maturities. If one or
more of the following events (herein called "Events of Default™) shall happen, that is to say:

@) if default shall be made in the due and punctual payment of the interest on
any Series 2013G Water Bond when and as the same shall become due and payable;

(b) if default shall be made in the due and punctual payment of the principal
of or redemption premium, if any, on any Series 2013G Water Bond when and as the same shall
become due and payable, whether at maturity as therein expressed or by proceedings for
redemption;

(©) if default shall be made by the Authority in the performance of any of the
other agreements or covenants required herein to be performed by the Authority, and such
default shall have continued for a period of sixty (60) days after the Authority shall have been
given notice in writing of such default by the Trustee;

d) if an Event of Default (as that term is defined in the Installment Purchase
Contract) shall happen; or

(e) if the Authority shall file a petition or answer seeking arrangement or
reorganization under the federal bankruptcy laws or any other applicable law of the United States
of America or any state therein, or if a court of competent jurisdiction shall approve a petition
filed with or without the consent of the Authority seeking arrangement or reorganization under
the federal bankruptcy laws or any other applicable law of the United States of America or any
state therein, or if under the provisions of any other law for the relief or aid of debtors any court
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of competent jurisdiction shall assume custody or control of the Authority or of the whole or any
substantial part of its property;

then and in each and every such case during the continuance of such Event of Default the Trustee
may, and shall, at the direction of the Owners of not less than a majority in aggregate principal
amount of the Series 2013G Water Bonds then Outstanding, by notice in writing to the
Authority, declare the principal of all Series 2013G Water Bonds then Outstanding and the
interest accrued thereon to be due and payable immediately, and upon any such declaration the
same shall become due and payable, anything contained herein or in the Series 2013G Water
Bonds to the contrary notwithstanding. The Trustee shall promptly notify all Owners of any
such Event of Default which is continuing. Such notice shall include a reference to or a
summary of the rights and remedies available to the Owners as set forth herein.

This provision, however, is subject to the condition that if at any time after the
principal of the Series 2013G Water Bonds then Outstanding shall have been so declared due and
payable and before any judgment or decree for the payment of the money due shall have been
obtained or entered the Authority shall deposit with the Trustee a sum sufficient to pay all
matured interest on all the Series 2013G Water Bonds and all principal of the Series 2013G
Water Bonds matured prior to such declaration, with interest at the rate borne by such Series
2013G Water Bonds on such overdue interest and principal, and the reasonable fees and
expenses of the Trustee (including but not limited to the fees and expenses of its attorneys), and
any and all other defaults known to the Trustee (other than in the payment of interest on and
principal of the Series 2013G Water Bonds due and payable solely by reason of such declaration)
shall have been made good or cured to the satisfaction of the Trustee or provision deemed by the
Trustee to be adequate shall have been made therefor, then and in every such case the Owners of
not less than a majority in aggregate principal amount of Series 2013G Water Bonds then
Outstanding by written notice to the Authority and to the Trustee, may on behalf of the Owners
of all the Series 2013G Water Bonds then Outstanding rescind and annul such declaration and its
consequences; but no such rescission and annulment shall extend to or shall affect any
subsequent default or shall impair or exhaust any right or power consequent thereon.

SECTION 7.02. Application of Funds Upon Acceleration. All moneys in the
accounts and funds provided in Sections 3.03 and 5.05 upon the date of the declaration of
acceleration by the Trustee as provided in Section 7.01 and all Revenues (other than Revenues
on deposit in the Rebate Fund) thereafter received by the Authority hereunder shall be
transmitted to the Trustee and shall be applied by the Trustee in the following order--

First, to the payment of the fees, costs and expenses of the Owners in providing
for the declaration of such Event of Default, and in taking any remedial action with respect
thereto, including reasonable compensation to its agents, attorneys and counsel, and including
such other necessary costs relating to the administration of the foregoing and to events leading
up thereto and any other outstanding fees and expenses of the Trustee relating to its duties under
this Trust Agreement; and

Second, upon presentation of the several Series 2013G Water Bonds, and the
stamping thereon of the amount of the payment if only partially paid or upon the surrender
thereof if fully paid, to the payment of the whole amount then owing and unpaid upon the Series

OHSUSA:753910848.6 32



2013G Water Bonds for interest and principal, with (to the extent permitted by law) interest on
the overdue interest and principal at the rate borne by such Series 2013G Water Bonds, and in
case such money shall be insufficient to pay in full the whole amount so owing and unpaid upon
the Series 2013G Water Bonds, then to the payment of such interest, principal and (to the extent
permitted by law) interest on overdue interest and principal without preference or priority among
such interest, principal and interest on overdue interest and principal ratably to the aggregate of
such interest, principal and interest on overdue interest and principal; and

Third, to the payments of amounts due and owing to the Bond Insurer pursuant to
the Municipal Bond Insurance Policy or the Reserve Policy.

SECTION 7.03. Institution of Legal Proceedings by Trustee. If one or more of
the Events of Default shall happen and be continuing, the Trustee in its discretion may, and shall,
at the direction of the Owners of a majority in aggregate principal amount of the Series 2013G
Water Bonds then Outstanding, and upon being indemnified to its satisfaction therefor, proceed
to protect or enforce its rights or the rights of the Owners of Series 2013G Water Bonds under
this Trust Agreement by a suit in equity or action at law, either for the specific performance of
any covenant or agreement contained herein, or in aid of the execution of any power herein
granted, or by mandamus or other appropriate proceeding for the enforcement of any other legal
or equitable remedy as the Trustee shall deem most effectual in support of any of its rights and
duties hereunder.

SECTION 7.04. Non-Waiver. Nothing in this article or in any other provision
hereof or in the Series 2013G Water Bonds shall affect or impair the obligation of the Authority,
which is absolute and unconditional, to pay the interest on and principal of and redemption
premiums, if any, on the Series 2013G Water Bonds to the respective Owners of the Series
2013G Water Bonds at the respective dates of maturity or upon prior redemption as provided
herein from the Revenues as provided herein pledged for such payment, or shall affect or impair
the right of such Owners, which is also absolute and unconditional, to institute suit to enforce
such payment by virtue of the contract embodied herein and in the Series 2013G Water Bonds.

A waiver of any default or breach of duty or contract by any Owner shall not
affect any subsequent default or breach of duty or contract or impair any rights or remedies on
any such subsequent default or breach of duty or contract. No delay or omission by any Owner
to exercise any right or remedy accruing upon any default or breach of duty or contract shall
impair any such right or remedy or shall be construed to be a waiver of any such default or
breach of duty or contract or an acquiescence therein, and every right or remedy conferred upon
the Owners by the Act or by this Article may be enforced and exercised from time to time and as
often as shall be deemed expedient by the Owners.

If any action, proceeding or suit to enforce any right or exercise any remedy is
abandoned, the Authority and any Owner shall be restored to their former positions, rights and
remedies as if such action, proceeding or suit had not been brought or taken.

SECTION 7.05. Actions by Trustee as Attorney-in-Fact. Any action, proceeding
or suit which any Owner shall have the right to bring to enforce any right or remedy hereunder
may be brought by the Trustee for the equal benefit and protection of all Owners, whether or not
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the Trustee is an Owner, and the Trustee is hereby appointed (and the successive Owners, by
taking and holding the Series 2013G Water Bonds issued hereunder, shall be conclusively
deemed to have so appointed it) the true and lawful attorney-in-fact of the Owners for the
purpose of bringing any such action, proceeding or suit and for the purpose of doing and
performing any and all acts and things for and on behalf of the Owners as a class or classes as
may be advisable or necessary in the opinion of the Trustee as such attorney-in-fact.

SECTION 7.06. Remedies Not Exclusive. No remedy herein conferred upon or
reserved to the Owners is intended to be exclusive of any other remedy, and each such remedy
shall be cumulative and shall be in addition to every other remedy given hereunder or now or
hereafter existing at law or in equity or by statute or otherwise and may be exercised without
exhausting and without regard to any other remedy conferred by the Act or any other law.

SECTION 7.07. Limitation on Owners' Right to Sue. No Owner of any Series
2013G Water Bond issued hereunder shall have the right to institute any suit, action or
proceeding at law or equity, for any remedy under or upon this Trust Agreement, unless (a) such
Owner shall have previously given to the Trustee written notice of the occurrence of an Event of
Default as defined in Section 7.01 hereunder; (b) the Owners of at least a majority in aggregate
principal amount of all the Series 2013G Water Bonds then Outstanding shall have made written
request upon the Trustee to exercise the powers hereinbefore granted or to institute such suit,
action or proceeding in its own name; (c) said Owners shall have tendered to the Trustee security
or indemnity satisfactory to the Trustee against the costs, expenses and liabilities to be incurred
in compliance with such request; and (d) the Trustee shall have refused or omitted to comply
with such request for a period of sixty (60) days after such request shall have been received by,
and said tender of indemnity shall have been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are hereby
declared, in every case, to be conditions precedent to the exercise by any owner of Series 2013G
Water Bonds of any remedy hereunder; it being understood and intended that no one or more
Owners of Series 2013G Water Bonds shall have any right in any manner whatever by his or
their action to enforce any right under this Trust Agreement, except in the manner herein
provided, and that all proceedings at law or in equity to enforce any provision of the Trust
Agreement shall be instituted, had and maintained in the manner herein provided and for the
equal benefit of all Owners of the Outstanding Series 2013G Water Bonds.

SECTION 7.08. No Liability by the District to the Owners. Except for the
payment when due of the Installment Payments and the performance of the other agreements and
covenants required to be performed by it contained in the Installment Purchase Contract or
herein, the District shall not have any obligation or liability to the Owners with respect to the
Trust Agreement or the preparation, issuance, execution, delivery or transfer of the Series 2013G
Water Bonds or to the disbursement of the Revenues by the Trustee to the Owners, or with
respect to the performance by the Trustee of any right or obligation required to be performed by
it contained herein.

SECTION 7.09. No Liability by the Trustee to the Owners. Except as expressly
provided herein, the Trustee shall not have any obligation or liability to the Owners with respect
to the payment when due of the Instalilment Payments by the District or with respect to the
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performance by the District of the other agreements and covenants required to be performed by it
contained in the Installment Purchase Contract or herein.

ARTICLE VIII

THE TRUSTEE

SECTION 8.01. Duties, Immunities and Liabilities of Trustee. The Trustee shall,
prior to an Event of Default, and after the curing of all Events of Default which may have
occurred, perform such duties and only such duties as are specifically set forth in this Trust
Agreement. The Trustee shall, during the existence of any Event of Default (which has not been
cured), exercise such of the rights and powers vested in it by this Trust Agreement, and use the
same degree of care and skill in their exercise, as prudent persons would exercise or use under
the circumstances in the conduct of their own affairs.

No provision of this Trust Agreement shall be construed to relieve the Trustee
from liability for its own negligent action or negligent failure to act or willful misconduct, except
that:

@) Prior to such an Event of Default hereunder and after the curing of all
Events of Default which may have occurred,

1) the duties and obligations of the Trustee shall be determined solely
by the express provisions of this Trust Agreement, and the Trustee shall not be liable except for
the performance of such duties and obligations as are specifically set forth in this Trust
Agreement, and no implied covenants or obligations shall be read into this Trust Agreement
against the Trustee; and

(@) in the absence of bad faith on the part of the Trustee, the Trustee
may conclusively rely, as to the truth of the statements and the correctness of the opinions
expressed therein, upon any certificate or opinion furnished to the Trustee conforming to the
requirements of this Trust Agreement; and

(b) At all times, regardless of whether or not any Event of Default shall exist,

1) the Trustee shall not be liable for any error of judgment made in
good faith by a responsible officer or officers of the Trustee unless it shall be proved that the
Trustee was negligent in ascertaining the pertinent facts; and

(@) The Trustee shall not be liable with respect to any action taken or
omitted to be taken by it in good faith in accordance with the direction of the Owners of not less
than a majority, or such larger percentage as may be required hereunder, in aggregate principal
amount of the Series 2013G Water Bonds at the time outstanding relating to the time, method
and place of conducting any proceeding for any remedy available to the Trustee or exercising
any trust or power conferred upon the Trustee under this Trust Agreement.
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None of the provisions contained in this Trust Agreement shall require the Trustee
to expend or risk its own funds or otherwise incur individual financial liability in the
performance of any of its duties or in the exercise of any of its rights or powers.

SECTION 8.02. Right of Trustee to Rely upon Documents, Etc. Except as
otherwise provided in Section 8.01.:

@) The Trustee may rely and shall be protected in acting upon any resolution,
bond, statement, instrument, opinion, report, notice, request, consent, order, bond or other paper
or document believed by it to be genuine and to have been signed or presented by the proper
party or parties;

(b) Any notice, request, direction, election, order or demand of the Authority
mentioned herein shall be sufficiently evidenced by an instrument signed in the name of the
Authority by an Authorized Authority Representative, and any resolution of the Authority may
be evidenced to the Trustee by a Certified Resolution;

(© The Trustee may consult with counsel (who may be counsel for the
Authority or Bond Counsel) and the opinion of such counsel shall be full and complete
authorization and protection in respect of any action taken or suffered by it hereunder in good
faith and in accordance with the opinion of such counsel;

(d) Whenever in the administration of the trusts of this Trust Agreement the
Trustee shall deem it necessary or desirable that a matter be proved or established prior to taking
or suffering any action hereunder, such matter (unless other evidence in respect thereof be herein
specifically prescribed) may, in the absence of negligence or willful misconduct on the part of
the Trustee, be deemed to be conclusively proved and established by a Certificate of the
Authority; and such Certificate of the Authority shall, in the absence of negligence or willful
misconduct on the part of the Trustee, be full warrant to the Trustee for any action taken or
suffered by it under the provisions of this Trust Agreement upon the faith thereof; and

(e The Trustee may execute any of the trusts or powers hereunder or perform
any duties hereunder either directly or by or through agents or attorneys and the Trustee shall not
be responsible for any willful misconduct or negligence on the part of any agent or attorney
appointed with due care by it hereunder.

SECTION 8.03. Trustee Not Responsible for Recitals. (a) The recitals contained
herein and in the Series 2013G Water Bonds shall be taken as the statements of the Authority,
and the Trustee assumes no responsibility for the correctness of the same except for the
certificate of authentication and registration thereon. The Trustee makes no representations as to
the validity or sufficiency of this Trust Agreement or of the Installment Purchase Contract or of
the pledge of the Revenues or of the assignment of the right to receive Installment Payments or
of the Series 2013G Water Bonds. The Trustee shall not be accountable for the use or
application by the Authority or the District of any of the Series 2013G Water Bonds
authenticated or delivered hereunder or of the proceeds of such Series 2013G Water Bonds.

(b) Except as provided herein neither the Trustee nor the Authority shall have
any obligation or liability to the Owners of the Series 2013G Water Bonds with respect to the
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payment of the Installment Payments by the District when due, or with respect to the
performance by the District of any other covenant made by it in the Installment Purchase
Contract.

(©) In accepting the trust hereby created, the Trustee acts solely as Trustee for
the Owners of Series 2013G Water Bonds and not in its individual capacity and all persons,
including, without limitation, the Owners, having any claim against the Trustee arising from the
Trust Agreement shall look only to the funds and accounts held by the Trustee hereunder for
payment except as otherwise provided herein. Under no circumstances shall the Trustee be
liable in its individual capacity for the obligations evidenced by the Series 2013G Water Bonds.

(d) The Trustee makes no representation or warranty, express or implied as to
the title, value, design, compliance with specification or legal requirements, quality, durability,
operation, condition, merchantability or fitness for any particular purpose or fitness for the use
contemplated by the District or the Authority of the Project. In no event shall the Trustee be
liable for incidental, indirect, special or consequential damages in connection with or arising
from the Installment Purchase Contract or this Trust Agreement for the existence, furnishing or
use of the Project.

(e) The Trustee shall not be deemed to have knowledge of an event of default
or Event of Default unless it has actual knowledge thereof.

SECTION 8.04. Right of Trustee to Acquire Series 2013G Water Bonds. The
Trustee and its officers and directors may acquire and hold, or become the pledgee of, Series
2013G Water Bonds and otherwise deal with the Authority in the manner and to the same extent
and with like effect as though it were not Trustee hereunder.

SECTION 8.05. Moneys Received by Trustee to Be Held in Trust. Subject to the
provisions of Section 10.03, all moneys received by the Trustee shall, until used or applied as
herein provided, be held in trust for the purposes for which they were received, but need not be
segregated from other funds except to the extent required by law. Any interest allowed on any
such moneys shall be deposited in the fund to which such moneys are credited. Any moneys
held by the Trustee may be deposited by it in its banking department and invested as provided
herein.

SECTION 8.06. Compensation and Indemnification of Trustee. The Authority
shall cause the District from time to time, subject to any agreement then in effect with the
Trustee, to pay the Trustee compensation for its services and reimburse the Trustee for all its
advances and expenditures hereunder, including but not limited to advances to and fees and
expenses of accountants, agents, appraisers, consultants, counsel or other experts employed by it
in the exercise and performance of its rights and obligations hereunder; provided, however, that
the Trustee shall not have any lien for such compensation or reimbursement against any moneys
held by it in any of the funds established hereunder, although it may take whatever legal actions
are lawfully available to it directly against the District.

The District shall, to the extent permitted by law, indemnify and hold harmless
the Trustee to the extent and in the amounts provided by the laws of the State of California from
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and against all claims, damages and losses, including legal fees and expenses, arising out of (i)
the condition, management, maintenance or use of or from any work or thing done in connection
with the Project by the District, (ii) any act of negligence of the District or of any of its agents,
contractors, employees, invitees, licensees, officers or servants in connection with the Project,
(iii) the authorization of payment of any costs of the Project by the District, (iv) the performance
of the duties and obligations of the Trustee under the Trust Agreement or (v) any untrue
statement or alleged untrue statement of any material fact or omission or alleged omission to
state a material fact necessary to make the statements made, in light of the circumstances under
which they were made, not misleading in any official statement or other offering circular utilized
in connection with the sale of the Series 2013G Water Bonds; provided that no indemnification
will be made for willful misconduct or negligence of the Trustee. This paragraph shall survive
resignation or removal of the Trustee. The District further agrees, to the extent permitted by law,
to pay or to reimburse the Trustee and its officers, employees and agents for any and all costs,
attorneys fees, liabilities or expenses incurred in connection with investigating, defending against
or otherwise in connection with any such claims, liabilities, damages, expenses, or losses.

No provision of this Trust Agreement shall require the Trustee to expend or risk
its own funds or otherwise incur any financial liability in the performance of any of its duties
hereunder, or in the exercise of any of its rights or powers.

SECTION 8.07. Qualifications of Trustee. There shall at all times be a trustee
hereunder which shall be a bank, trust company or national association organized and doing
business under the laws of the United States or of a state thereof, authorized under such laws to
exercise corporate trust powers, having a combined capital and surplus of at least Seventy-Five
Million Dollars ($75,000,000), and subject to supervision or examination by federal or state
authority. If such corporations or banking associations publish reports of condition at least
annually, pursuant to law or to the requirements of any supervising or examining authority above
referred to, then for the purposes of this section the combined capital and surplus of such
corporations or banking associations shall be deemed to be their combined capital and surplus as
set forth in their most recent reports of conditions so published. In case at any time the Trustee
shall cease to be eligible in accordance with the provisions of this Section, the Trustee shall
resign immediately in the manner and with the effect specified in Section 8.08.

SECTION 8.08. Resignation and Removal of Trustee and Appointment of
Successor Trustee. (a) The Trustee may at any time resign by giving written notice to the
Authority and by giving to the Owners Notice by Mail. Upon receiving such notice of
resignation, the Authority, with the advice and consent of the District, shall promptly appoint a
successor trustee by an instrument in writing. If no successor trustee shall have been so
appointed and have accepted appointment within thirty days after the giving of such notice of
resignation, the resigning trustee may petition any court of competent jurisdiction for the
appointment of a successor trustee or any Owner who has been a bona fide Owner of a Series
2013G Water Bond for at least six months may, on behalf of itself and others similarly situated,
petition any such court for the appointment of a successor trustee. Such court may thereupon,
after such notice, if any, as it may deem proper and may prescribe, appoint a successor trustee.

(b) In case at any time either of the following shall occur:
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1) the Trustee shall cease to be eligible in accordance with the
provisions of Section 8.07 and shall fail to resign after written request therefor by the Authority
or by any Owner who has been a bona fide Owner of a Series 2013G Water Bond for at least six
months, or

2 the Trustee shall become incapable of acting, or shall be adjudged
a bankrupt or insolvent, or a receiver of the Trustee or of its property shall be appointed, or any
public officer shall take charge or control of the Trustee or of its property or affairs for the
purpose of rehabilitation, conservation or liquidation,

then, in any such case, the Authority may remove the Trustee and appoint a
successor trustee by an instrument in writing, or any Owner who has been a bona fide Owner of
a Series 2013G Water Bond for at least six months may, on behalf of itself and all others
similarly situated, petition any court of competent jurisdiction for the removal of the Trustee and
the appointment of a successor trustee. Such court may thereupon, after such notice, if any, as it
may deem proper and may prescribe, remove the Trustee and appoint a successor trustee.

(©) The Authority or Owners of a majority in aggregate principal amount of
the Series 2013G Water Bonds at the time Outstanding may at any time remove the Trustee and
appoint a successor trustee by an instrument or concurrent instruments in writing signed by the
Authority or such Owners, as the case may be.

(d) Any resignation or removal of the Trustee and appointment of a successor
trustee pursuant to any of the provisions of this Section shall become effective upon acceptance
of appointment by the successor trustee acceptable to the Authority and the District, as provided
in Section 8.009.

(e) Any company into which the Trustee may be merged or converted or with
which it may be consolidated or any company resulting from any merger, conversion or
consolidation to which it shall be a party or any company to which the Trustee may sell or
transfer all or substantially all of its corporate trust business, provided such company shall be
eligible under Section 8.07 hereof and acceptable to the Authority and the District, shall be the
successor to such Trustee without the execution or filing of any paper or any further act,
anything herein to the contrary notwithstanding.

SECTION 8.09. Acceptance of Trust by Successor Trustee. Any successor
trustee appointed as provided in Section 8.08 shall execute, acknowledge and deliver to the
Authority and to its predecessor trustee an instrument accepting such appointment hereunder,
and thereupon the resignation or removal of the predecessor trustee shall become effective and
such successor trustee, without any further act, deed or conveyance, shall become vested with all
the rights, powers, trusts, duties and obligations of its predecessor in the trusts hereunder, with
like effect as if originally named as Trustee herein; but, nevertheless, on the Written Request of
the Authority or the request of the successor trustee, the trustee ceasing to act shall execute and
deliver an instrument transferring to such successor trustee, upon the trusts herein expressed, all
the rights, powers and trusts of the trustee so ceasing to act. Upon request of any such successor
trustee, the Authority shall execute any and all instruments in writing necessary or desirable for
more fully and certainly vesting in and confirming to such successor trustee all such rights,
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powers and duties. Any trustee ceasing to act shall, nevertheless, retain a lien upon all property
or funds held or collected by such trustee to secure the amounts due it as compensation,
reimbursement, expenses and indemnity afforded to it by Section 8.06.

No successor trustee shall accept appointment as provided in this Section 8.09
unless at the time of such acceptance such successor trustee shall be eligible under the provisions
of Section 8.07.

Upon acceptance of appointment by a successor trustee as provided in this
Section, the Authority or such successor trustee shall give Owners notice of the succession of
such trustee to the trusts hereunder in the manner prescribed in Section 8.08 for the giving of
notice of resignation of the Trustee.

SECTION 8.10. General Applicability. Whether or not therein expressly so
provided, every provision of the Trust Agreement and the Installment Purchase Contract relating
to the conduct or affecting the liability of or affording protection to the Trustee shall be subject
to the provisions of this Article VIII.

SECTION 8.11. Trustee Not Responsible for Closing Conditions. The Trustee
shall have no responsibility for or liability in connection with assuring that all of the procedures
or conditions to closing set forth in the contract of purchase relating to the Series 2013G Water
Bonds have been met on the date the Series 2013G Water Bonds are initially delivered or, that all
documents required to be delivered on such date to the parties are actually delivered, except its
own responsibility to receive the proceeds of the sale, deliver the Series 2013G Water Bonds and
other Certificates expressly required to be delivered by it and its counsel.

The Trustee may assume that parties to the contract of purchase relating to the
Series 2013G Water Bonds have waived their rights to receive documents or to require the
performance of procedures if the parties to whom such documents are to be delivered or for
whom such procedures are to be performed do not require delivery or performance on or prior to
the date the Series 2013G Water Bonds are initially delivered.

SECTION 8.12. Acceptance of Duties as Depositary. The Trustee hereby
accepts the functions, duties and obligations of Depositary as defined in the Installment Purchase
Contract and agrees to act as depositary for the Series 2013G Reserve Fund subject to the terms
and conditions of the Installment Purchase Contract and the Trust Agreement. Every provision
of the Trust Agreement relating to the conduct or affecting the liability of or affording protection
to the Trustee shall apply to the Trustee in its performance of the functions, duties and
obligations of Depositary.

ARTICLE IX

MODIFICATION OF TRUST AGREEMENT

SECTION 9.01. Amendment or Supplement of Trust Agreement. The Trust
Agreement and the rights and obligations of the Authority, the District, the Bond Insurer, the
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Owners and the Trustee hereunder may be amended or supplemented at any time by an
amendment hereof or supplement hereto which shall become binding when the written consents
of the Owners of sixty percent (60%) in aggregate principal amount of the Series 2013G Water
Bonds then Outstanding, exclusive of Series 2013G Water Bonds disqualified as provided in
Section 9.02, and the prior written consent of the Bond Insurer are filed with the Trustee. No
such amendment or supplement shall (1) extend the stated payment date of any Series 2013G
Water Bond, or reduce the rate of interest thereon, or extend the time of payment of such interest,
or reduce the amount of principal thereof, or reduce any redemption premium thereon, without
the prior written consent of the Owner of the Series 2013G Water Bond so affected, or (2) reduce
the percentage of Owners whose consent is required for the execution of any amendment hereof
or supplement hereto, or (3) modify any of the rights or obligations of the Trustee or the Bond
Insurer without their respective prior written consents thereto.

The Trust Agreement and the rights and obligations of the Authority, the District,
the Owners and the Trustee hereunder may also be amended or supplemented at any time by an
amendment hereof or supplement hereto which shall become binding upon execution without the
consent of any Owners, but only to the extent permitted by law and after receipt of an approving
opinion of Bond Counsel and only for any one or more of the following purposes --

@ to add to the agreements, conditions, covenants and terms required by the
Authority or the District to be observed or performed herein, other agreements, conditions,
covenants and terms thereafter to be observed or performed by the Authority or the District, or to
surrender any right or power reserved herein to or conferred herein on the Authority or District,
and which in either case shall not adversely affect the interests of the Owners;

(b) to make such provisions for the purpose of curing any ambiguity or of
correcting, curing or supplementing any defective provision contained herein or in regard to
questions arising hereunder which the Authority or the District may deem desirable or necessary
and not inconsistent herewith, and which shall not adversely affect the interests of the Owners;

(c) to modify, amend or supplement this Trust Agreement or any trust
agreement supplemental hereto in such manner as to permit the qualification hereof or thereof
under the Trust Agreement Act of 1939 or any similar federal statute hereafter in effect, and, if
they so determine, to add to this Trust Agreement or any trust agreement supplemental hereto
such other terms, conditions and provisions as may be permitted by said Trust Indenture Act of
1939 or similar federal statute, and which shall not adversely affect the interests of the Owners of
the Series 2013G Water Bonds;

(d) to provide for the procedures required to permit any Owner, at its option,
to utilize an uncertificated system of registration of its Series 2013G Water Bond,;

(e) to provide for any additional procedures, covenants or agreements
necessary to maintain the tax-exempt status of interest on the Series 2013G Water Bonds; or

()] to provide for the procedures required to permit any Owner to separate the
right to receive interest on the Series 2013G Water Bonds from the right to receive principal
thereof and to sell or dispose of such rights, as contemplated by Section 1286 of the Code.
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Any amendment or supplement to the Trust Agreement which affects any rights,
power, liability or obligation of the Trustee shall not become effective or enforceable against the
Trustee unless and until the Trustee shall have consented thereto.

SECTION 9.02. Disqualified Series 2013G Water Bonds. Series 2013G Water
Bonds owned or held by or for the account of the District or Authority (but excluding Series
2013G Water Bonds held in any pension or retirement fund of the District) shall not be deemed
Outstanding for the purpose of any consent or other action or any calculation of Outstanding
Series 2013G Water Bonds provided in this Article, and shall not be entitled to consent to or take
any other action provided in this Article, and the Trustee may adopt appropriate regulations to
require each Owner, before consent provided for herein shall be deemed effective, to reveal if the
Series 2013G Water Bonds as to which such consent is given are disqualified as provided in this
Section. In case of a dispute as to such right, any decision by the Trustee taken upon the advice
of counsel shall be full protection to the Trustee.

SECTION 9.03. Endorsement or Replacement of Series 2013G Water Bonds
After Amendment or Supplement. After the effective date of any action taken as hereinabove
provided, the Authority may determine that the Series 2013G Water Bonds bear a notation by
endorsement in form approved by the Authority as to such action, and in that case upon demand
of the Owner of any Outstanding Series 2013G Water Bond and presentation of such Owner's
Series 2013G Water Bond for such purpose at the Principal Office of the Trustee a suitable
notation as to such action shall be made on such Series 2013G Water Bond. If the Authority
shall so determine, new Series 2013G Water Bonds so modified as in the opinion of the
Authority shall be necessary to conform to such action shall be prepared, and in that case upon
demand of the Owner of any Outstanding Series 2013G Water Bonds such new Series 2013G
Water Bonds shall be exchanged at the Principal Office of the Trustee without cost to each
Owner for Series 2013G Water Bonds then Outstanding upon surrender of such Outstanding
Series 2013G Water Bonds.

SECTION 9.04. Amendment by Mutual Consent. The provisions of this article
shall not prevent any Owner from accepting any amendments to the particular Series 2013G
Water Bonds held by such Owner, provided that due notation thereof is made on such Series
2013G Water Bonds.

ARTICLE X

DEFEASANCE

SECTION 10.01. Discharge of Trust Agreement. When the obligations of the
District under the Installment Purchase Contract shall cease pursuant to Article VIII of the
Installment Purchase Contract (except for the right of the Trustee and the obligation of the
District to have the money and Permitted Investments mentioned therein applied to the payment
of Installment Payments as therein set forth), then and in that case the obligations created by this
Trust Agreement shall thereupon cease, terminate and become void except for the right of the
Owners and the obligation of the Trustee to apply such moneys and Permitted Investments to the
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payment of the Series 2013G Water Bonds as herein set forth and the right of the Trustee to
collect any fees or expenses due hereunder, and the Trustee shall turn over to the District, as an
overpayment of Installment Payments, any surplus in the Series 2013G Revenue Fund or the
Project Fund and all balances remaining in any other funds or accounts other than moneys and
Permitted Investments held for the payment of the Series 2013G Water Bonds at maturity or on
redemption, which moneys and Permitted Investments shall continue to be held by the Trustee in
trust for the benefit of the Owners and shall be applied by the Trustee to the payment, when due,
of the principal and interest and premium, if any, represented by the Series 2013G Water Bonds,
and after such payment, this Trust Agreement shall become void.

If moneys or Permitted Investments are deposited with and held by the Trustee as
hereinabove provided, the Trustee shall within thirty (30) days after such moneys or Permitted
Investments shall have been deposited with it, mail a notice, first class postage redeemed, to the
Owners at the addresses listed on the registration books kept by the Trustee pursuant to Section
2.04, setting forth (a) the date fixed for redemption of the Series 2013G Water Bonds, (b) a
description of the moneys or Permitted Investments so held by it, and (c) that this Trust
Agreement has been released in accordance with the provisions of this Section.

SECTION 10.02. Deposit of Money or Securities with Trustee. Whenever in this
Trust Agreement or the Installment Purchase Contract it is provided or permitted that there be
deposited with or held in trust by the Trustee money or securities in the necessary amount to pay
or prepay any Series 2013G Water Bonds, the money or securities to be so deposited or held may
include money or securities held by the Trustee in the funds and accounts established pursuant to
this Trust Agreement and shall be --

@ lawful money of the United States of America in an amount equal to the
principal amount represented by such Series 2013G Water Bonds and all unpaid interest
represented thereby to maturity, except that, in the case of Series 2013G Water Bonds which are
to be redeemed prior to maturity and in respect of which notice of such redemption shall have
been given as in Article IV provided or provision satisfactory to the Trustee shall have been
made for the giving of such notice, the amount to be deposited or held shall be the principal
amount of such Series 2013G Water Bonds plus accrued interest to such date of redemption plus
a redemption premium, if any, on such Series 2013G Water Bonds; or

(b) Federal Securities, the principal of and interest on which when due will
provide, in the opinion of an Independent Certified Public Accountant (as such term is defined in
the Installment Purchase Contract), delivered to the Trustee, money sufficient to pay the
principal of, plus redemption premium, if any, plus all accrued interest to maturity or to the
redemption date, as the case may be, on the Series 2013G Water Bonds to be paid or redeemed,
as such amounts become due, provided that, in the case of Series 2013G Water Bonds which are
to be redeemed prior to the maturity thereof, notice of such redemption shall have been given as
in Article 1V provided or provision satisfactory to the Trustee shall have been made for the
giving of such notice; provided, in each case, that the Trustee shall have been irrevocably
instructed (by the terms of this Trust Agreement and the Installment Purchase Contract or by
Written Request of the District) to apply such money to the payment of such principal plus
redemption premium, if any, plus interest on such Series 2013G Water Bonds.
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SECTION 10.03. Unclaimed Moneys. Anything contained herein to the contrary
notwithstanding, any moneys held by the Trustee in trust for the payment and discharge of the
principal of or the redemption premiums, if any, or interest on any of the Series 2013G Water
Bonds which remain unclaimed for two (2) years after the date of deposit of such moneys if
deposited with Trustee after the date when the principal of, the redemption premiums, if any, and
interest on such Series 2013G Water Bonds have become payable, shall at the Written Request of
the District be repaid by the Trustee to the District as its absolute property free from trust, and
the Trustee shall thereupon be released and discharged with respect thereto and the Owners shall
look only to the District for the payment of the principal of, the redemption premiums, if any,
and interest on such Series 2013G Water Bonds; provided, however, that before submitting the
Written Request of the District, at its own expense, the District shall cause to be published once a
week for two (2) successive weeks in a Qualified Newspaper a notice that such moneys remain
unclaimed and that after a date named in such notice, which date shall not be less than thirty (30)
days after the date of the first publication of such notice, the balance of such moneys then
unclaimed will be returned to the District.

SECTION 10.04. Defeasance Provisions Relating to the Bond Insurer with
Respect to Insured 2013G Water Bonds. Notwithstanding anything to the contrary in this Article
X, only (1) cash, (2) non-callable direct obligations of the United States of America
(“Treasuries”), (3) evidences of ownership of proportionate interests in future interest and
principal payments on Treasuries held by a bank or trust company as custodian, under which the
owner of the investment is the real party in interest and has the right to proceed directly and
individually against the obligor and the underlying Treasuries are not available to any person
claiming through the custodian or to whom the custodian may be obligated, (4) subject to the
prior written consent of the Bond Insurer, pre-refunded municipal obligations rated “AAA” and
“Aaa” by S&P and Moody'’s, respectively, or (5) subject to the prior written consent of the Bond
Insurer, securities eligible for “AAA” defeasance under then existing criteria of S&P, or any
combination thereof, shall be used to effect defeasance of the Insured Series 2013G Water Bonds
unless the Bond Insurer otherwise approves.

To accomplish defeasance of any Insured Series 2013G Water Bonds, the District
shall cause to be delivered (i) a report of an independent firm of nationally recognized certified
public accountants or such other accountant as shall be acceptable to the Bond Insurer
(“Accountant”) verifying the sufficiency of the escrow established to pay the Insured Series
2013G Water Bonds in full or in part on the maturity or redemption date (“Verification™), (ii) an
escrow agreement (which shall be acceptable in form and substance to the Bond Insurer), (iii) an
opinion of nationally recognized bond counsel to the effect that the Insured Series 2013G Water
Bonds are no longer “Outstanding” under this Trust Agreement and (iv) a certificate of discharge
of the Trustee with respect to the Insured Series 2013G Water Bonds; each Verification and
defeasance opinion shall be acceptable in form and substance, and addressed, to the District, the
Trustee and Bond Insurer. The Bond Insurer shall be provided with final drafts of the above
referenced documentation not less than five (5) Business Days prior to the funding of the escrow.

Insured Series 2013G Water Bonds shall be deemed “Outstanding” under this
Trust Agreement unless and until they are in fact paid and retired or the requirements of this
Section 10.04 are met.
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ARTICLE XI

MISCELLANEQUS

SECTION 11.01. Liability of Authority Limited to Revenues. Notwithstanding
anything contained herein, the Authority shall not be required to advance any money derived
from any source other than the Revenues as provided herein for the payment of the interest on or
principal of or redemption premiums, if any, on the Series 2013G Water Bonds or for the
performance of any agreements or covenants herein contained. The Authority may, however,
advance funds for any such purpose so long as such funds are derived from a source legally
available for such purpose without incurring an indebtedness.

The Series 2013G Water Bonds are special, limited obligations of the Authority
and are payable, as to interest thereon, principal thereof and any premiums upon the redemption
of any thereof, solely from the Revenues as provided herein, and the Authority is not obligated to
pay them except from the Revenues. All the Series 2013G Water Bonds are equally secured by a
pledge of and charge and lien upon the Revenues, and the Revenues constitute a trust fund for
the security and payment of the interest on and principal of and redemption premiums, if any, on
the Series 2013G Water Bonds as provided herein. The Series 2013G Water Bonds are not a
debt of the Authority or any member of the Authority (including the District), the State of
California or any of its political subdivisions, and neither the Authority, any member of the
Authority (including the District), said State nor any of its political subdivisions is liable thereon,
nor in any event shall the Series 2013G Water Bonds be payable out of any funds or properties
other than those of the Authority as provided herein. The Series 2013G Water Bonds do not
constitute an indebtedness within the meaning of any constitutional or statutory limitation or
restriction.

SECTION 11.02. Third Party Beneficiary; Benefits of Trust Agreement. Nothing
contained herein, expressed or implied, is intended to give to any person other than the
Authority, the District, the Bond Insurer, the Trustee and the Owners any claim, remedy or right
under or pursuant hereto, and any agreement, condition, covenant or term required herein to be
observed or performed by or on behalf of the Authority or the District shall be for the sole and
exclusive benefit of the Authority, the District, the Bond Insurer, the Trustee and the Owners.

SECTION 11.03. Successor Deemed Included in all References to Predecessor.
Whenever either the Authority, the District or the Trustee or any officer thereof is named or
referred to herein, such reference shall be deemed to include the successor to the powers, duties
and functions that are presently vested in the Authority, the District or the Trustee or such
officer, and all agreements, conditions, covenants and terms required hereby to be observed or
performed by or on behalf of the Authority, the District or the Trustee or any officer thereof shall
bind and inure to the benefit of the respective successors thereof whether so expressed or not.

SECTION 11.04. Execution of Documents by Owners. Any declaration, request
or other instrument which is permitted or required herein to be executed by Owners may be in
one or more instruments of similar tenor and may be executed by Owners in person or by their
attorneys appointed in writing. The fact and date of the execution by any Owner or his attorney
of any declaration, request or other instrument or of any writing appointing such attorney may be
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proved by the certificate of any notary public or other officer authorized to take
acknowledgments of deeds to be recorded in the state or territory in which he purports to act that
the person signing such declaration, request or other instrument or writing acknowledged to him
the execution thereof, or by an affidavit of a witness of such execution duly sworn to before such
notary public or other officer, or by such other proof as the Trustee may accept which it may
deem sufficient.

The ownership of any Series 2013G Water Bonds and the amount, payment date,
number and date of owning the same may be proved by the books required to be kept by the
Trustee pursuant to the provisions of Section 2.04.

Any declaration, request or other instrument in writing of the Owner of any Series
2013G Water Bond shall bind all future Owners of such Series 2013G Water Bond with respect
to anything done or suffered to be done by the Authority, the District or the Trustee in good faith
and in accordance therewith.

SECTION 11.05. Waiver of Personal Liability. No director, officer or employee
of the Authority or the District shall be individually or personally liable for the payment of the
principal of, the redemption premiums, if any, or interest on the Series 2013G Water Bonds, but
nothing contained herein shall relieve any director, officer or employee of the District from the
performance of any official duty provided by any applicable provisions of law or hereby.

SECTION 11.06. Acquisition of Series 2013G Water Bonds by District;
Destruction of Series 2013G Water Bonds. All Series 2013G Water Bonds acquired by the
District, whether by purchase or gift or otherwise shall be surrendered to the Trustee for
cancellation. Whenever in this Trust Agreement provision is made for the cancellation by the
Trustee of any Series 2013G Water Bonds, the Trustee shall, unless otherwise instructed by a
Written Request of the District, in lieu of such cancellation, destroy such Series 2013G Water
Bonds and deliver a bond of such destruction to the District if it requests.

SECTION 11.07. Publication for Successive Weeks. Any publication required to
be made hereunder for successive weeks in a Qualified Newspaper may be made in each instance
upon any Business Day of the first week and need not be made on the same Business Day of any
succeeding week or in the same Qualified Newspaper for any subsequent publication, but may be
made on different Business Days or in different Qualified Newspapers, as the case may be.

SECTION 11.08. Funds. Any fund required to be established and maintained
herein by the Trustee may be established and maintained in the accounting records of the Trustee
either as an account or a fund, and may, for the purposes of such accounting records, any audits
thereof and any reports or statements with respect thereto, be treated either as an account or a
fund; but all such records with respect to all such funds shall at all times be maintained in
accordance with corporate trust industry practice and with due regard for the protection of the
security of the Series 2013G Water Bonds and the right of the Owners.

SECTION 11.09. Partial Invalidity. If any one or more of the agreements,
conditions, covenants or terms required herein to be observed or performed by or on the part of
the Authority, the District or the Trustee shall be contrary to law, then such agreement or
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agreements, such condition or conditions, such covenant or covenants or such term or terms shall
be null and void and shall be deemed separable from the remaining agreements, conditions,
covenants and terms hereof and shall in no way affect the validity hereof or of the Series 2013G
Water Bonds, and the Owners shall retain all the benefit, protection and security afforded to
them under any applicable provisions of law. The Authority and the Trustee hereby declare that
they would have executed the Trust Agreement, and each and every other article, section,
paragraph, subdivision, sentence, clause and phrase hereof and would have authorized the
execution and delivery of the Series 2013G Water Bonds pursuant hereto irrespective of the fact
that any one or more articles, sections, paragraphs, subdivisions, sentences, clauses or phrases
hereof or the application thereof to any person or circumstances may be held to be
unconstitutional, unenforceable or invalid.

SECTION 11.10. California Law. The Trust Agreement shall be construed and
governed in accordance with the laws of the State of California.

SECTION 11.11. Notices. All written notices to be given hereunder shall be
given in person or by mail to the party entitled thereto at its address set forth below, or at such
other address as such party may provide to the other parties in writing from time to time, namely:

To the Authority: Modesto Irrigation District Financing Authority
c/o Modesto Irrigation District
1231 Eleventh Street
P.O. Box 4060
Modesto, California 95352
Attention: Treasurer

To the District: Modesto Irrigation District
1231 Eleventh Street
P.O. Box 4060
Modesto, California 95352
Attention: President of the Board of Directors

To the Trustee: Wells Fargo Bank, National Association
333 Market Street, 18th Floor
San Francisco, California 94105
Attention: Corporate Trust Services

To the Bond Insurer: Assured Guaranty Municipal Corp.
31 West 52nd Street
New York, New York 10019
Attention: Managing Director — Surveillance, Re: Policy No. 215749-N

The Authority, the Trustee and the District may, by notice given hereunder, designate any further
or different addresses to which subsequent notices, certificates or other communications shall be
sent. Unless specifically otherwise required by the context of this Trust Agreement, any notices
required to be given hereunder to the Trustee, the Authority or the District may be given by any
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form of electronic transmission capable of producing a written record. Each such party shall file
with the Trustee information appropriate to receiving such form of electronic transmission.

Copies of any notices given hereunder shall be sent to the Bond Insurer at the
address specified above and to the City of Modesto at:

City of Modesto

1010 Tenth Street, Suite 5200
Modesto, California 95353
Attention: Director of Finance

SECTION 11.12. Provisions Relating to the Municipal Bond Insurance Policy.
The following provisions shall govern notwithstanding anything to the contrary set forth in this
Trust Agreement.

@) The Bond Insurer shall be deemed to be the sole holder of the Insured
Series 2013G Water Bonds for the purpose of exercising any voting right or privilege or giving
any consent or direction or taking any other action that the holders of the Insured Series 2013G
Water Bonds are entitled to take pursuant to the Trust Agreement pertaining to (i) defaults and
remedies and (ii) the duties and obligations of the Trustee.

(b) The maturity of Insured Series 2013G Water Bonds shall not be
accelerated without the consent of the Bond Insurer and in the event the maturity of the Insured
Series 2013G Water Bonds is accelerated, the Bond Insurer may elect, in its sole discretion, to
pay accelerated principal and interest accrued, on such principal to the date of acceleration (to
the extent unpaid by the Authority) and the Trustee shall be required to accept such amounts.
Upon payment of such accelerated principal and interest accrued to the acceleration date as
provided above, the Bond Insurer’s obligations under the Municipal Bond Insurance Policy with
respect to such Insured Series 2013G Water Bonds shall be fully discharged.

(c) No grace period for a covenant default shall exceed 30 days or be
extended for more than 60 days, without the prior written consent of the Bond Insurer.

d) The Bond Insurer is hereby deemed to be a third party beneficiary to the
Trust Agreement.

Any amendment, supplement, modification to, or waiver of, the Trust Agreement
or the Installment Purchase Contract that requires the consent of owners of the Insured Series
2013G Water Bonds or adversely affects the rights and interests of the Bond Insurer shall be
subject to the prior written consent of the Bond Insurer.

(e) The rights granted to the Bond Insurer under the Trust Agreement and the
Installment Purchase Contract to request, consent to or direct any action are rights granted to the
Bond Insurer in consideration of its issuance of the Municipal Bond Insurance Policy. Any
exercise by the Bond Insurer of such rights is merely an exercise of the Bond Insurer’s
contractual rights and shall not be construed or deemed to be taken for the benefit, or on behalf,
of the holders of the Insured Series 2013G Water Bonds and such action does not evidence any
position of the Bond Insurer, affirmative or negative, as to whether the consent of the holders of
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the Insured Series 2013G Water Bonds or any other person is required in addition to the consent
of the Bond Insurer.

()] Amounts paid by the Bond Insurer under the Municipal Bond Insurance
Policy shall not be deemed paid for purposes of the Trust Agreement and the Insured Series
2013G Water Bonds relating to such payments shall remain Outstanding and continue to be due
and owing until paid by the Authority in accordance with the Trust Agreement. The Trust
Agreement shall not be discharged unless all amounts due or to become due to the Bond Insurer
have been paid in full or duly provided for.

(9) Claims Upon the Municipal Bond Insurance Policy and Payments by and
to the Bond Insurer.

If, on the third Business Day prior to the related scheduled interest payment date
or principal payment date (“Payment Date”) there is not on deposit with the Trustee, after
making all transfers and deposits required under the Trust Agreement, moneys sufficient to pay
the principal of and interest on the Insured Series 2013G Water Bonds due on such Payment
Date, the Trustee shall give notice to the Bond Insurer and to its designated agent (if any) (the
“Bond Insurer’s Fiscal Agent”) by telephone or telecopy of the amount of such deficiency by
12:00 noon, New York City time, on such Business Day. If, on the second Business Day prior to
the related Payment Date, there continues to be a deficiency in the amount available to pay the
principal of and interest on the Insured Series 2013G Water Bonds due on such Payment Date,
the Trustee shall make a claim under the Municipal Bond Insurance Policy and give notice to the
Bond Insurer and the Bond Insurer’s Fiscal Agent (if any) by telephone of the amount of such
deficiency, and the allocation of such deficiency between the amount required to pay interest on
the Insured Series 2013G Water Bonds and the amount required to pay principal of the Insured
Series 2013G Water Bonds, confirmed in writing to the Bond Insurer and the Bond Insurer’s
Fiscal Agent by 12:00 noon, New York City time, on such second Business Day by filling in the
form of Notice of Claim and Certificate delivered with the Municipal Bond Insurance Policy.

The Trustee shall designate any portion of payment of principal on Insured Series
2013G Water Bonds paid by the Bond Insurer, whether by virtue of mandatory sinking fund
redemption, maturity or other advancement of maturity, on its books as a reduction in the
principal amount of Insured Series 2013G Water Bonds registered to the then current
Bondholder, whether DTC or its nominee or otherwise, and shall issue a replacement Insured
Series 2013G Water Bond to the Bond Insurer, registered in the name of Assured Guaranty
Municipal Corp., in a principal amount equal to the amount of principal so paid (without regard
to authorized denominations); provided that the Trustee's failure to so designate any payment or
issue any replacement Insured Series 2013G Water Bond shall have no effect on the amount of
principal or interest payable by the Authority on any Insured Series 2013G Water Bond or the
subrogation rights of the Bond Insurer.

The Trustee shall keep a complete and accurate record of all funds deposited by
the Bond Insurer into the Policy Payments Account (defined below) and the allocation of such
funds to payment of interest on and principal of any Insured Series 2013G Water Bond. The
Bond Insurer shall have the right to inspect such records at reasonable times upon reasonable
notice to the Trustee.
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Upon payment of a claim under the Municipal Bond Insurance Policy, the Trustee
shall establish a separate special purpose trust account for the benefit of Bondholders referred to
herein as the *“Policy Payments Account” and over which the Trustee shall have exclusive
control and sole right of withdrawal. The Trustee shall receive any amount paid under the
Municipal Bond Insurance Policy in trust on behalf of holders of the Insured Series 2013G Water
Bonds and shall deposit any such amount in the Policy Payments Account and distribute such
amount only for purposes of making the payments for which a claim was made. Such amounts
shall be disbursed by the Trustee to holders of the Insured Series 2013G Water Bonds in the
same manner as principal and interest payments are to be made with respect to the Insured Series
2013G Water Bonds under the sections hereof regarding payment of Insured Series 2013G Water
Bonds. It shall not be necessary for such payments to be made by checks or wire transfers
separate from the check or wire transfer used to pay debt service with other funds available to
make such payments. Notwithstanding anything herein to the contrary, the Authority agrees to
pay to the Bond Insurer (i) a sum equal to the total of all amounts paid by the Bond Insurer under
the Municipal Bond Insurance Policy (the “Bond Insurer Advances”); and (ii) interest on such
Bond Insurer Advances from the date paid by the Bond Insurer until payment thereof in full,
payable to the Bond Insurer at the Late Payment Rate per annum (collectively, the “Bond Insurer
Reimbursement Amounts™). “Late Payment Rate” means the lesser of (a) the greater of (i) the
per annum rate of interest, publicly announced from time to time by JPMorgan Chase Bank at its
principal office in The City of New York, as its prime or base lending rate (any change in such
rate of interest to be effective on the date such change is announced by JPMorgan Chase Bank)
plus 3%, and (ii) the then applicable highest rate of interest on the Insured Series 2013G Water
Bonds and (b) the maximum rate permissible under applicable usury or similar laws limiting
interest rates. The Late Payment Rate shall be computed on the basis of the actual number of
days elapsed over a year of 360 days. The Authority hereby covenants and agrees that the Bond
Insurer Reimbursement Amounts are secured by a lien on and pledge of the Revenues and
payable from such Revenues on a parity with debt service due on the Insured Series 2013G
Water Bonds.

Funds held in the Policy Payments Account shall not be invested by the Trustee
and may not be applied to satisfy any costs, expenses or liabilities of the Trustee. Any funds
remaining in the Policy Payments Account following an Insured Series 2013G Water Bond
payment date shall promptly be remitted to the Bond Insurer.

(h) The Bond Insurer shall, to the extent it makes any payment of principal of
or interest on the Insured Series 2013G Water Bonds, become subrogated to the rights of the
recipients of such payments in accordance with the terms of the Municipal Bond Insurance
Policy. Each obligation of the Authority to the Bond Insurer under the Trust Agreement and the
Installment Purchase Contract shall survive discharge or termination of such Trust Agreement
and the Installment Purchase Contract.

Q) The Authority shall pay or reimburse the Bond Insurer any and all
charges, fees, costs and expenses that the Bond Insurer may reasonably pay or incur in
connection with (i) the administration, enforcement, defense or preservation of any rights or
security in the Trust Agreement and the Installment Purchase Contract; (ii) the pursuit of any
remedies under the Trust Agreement and the Installment Purchase Contract or otherwise afforded
by law or equity, (iii) any amendment, waiver or other action with respect to, or related to, the
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Trust Agreement or the Installment Purchase Contract whether or not executed or completed, or
(iv) any litigation or other dispute in connection with the Trust Agreement or the Installment
Purchase Contract or the transactions contemplated thereby, other than costs resulting from the
failure of the Bond Insurer to honor its obligations under the Municipal Bond Insurance Policy.
The Bond Insurer reserves the right to charge a reasonable fee as a condition to executing any
amendment, waiver or consent proposed in respect of the Trust Agreement or the Installment
Purchase Contract.

) After payment of reasonable expenses of the Trustee, the application of
funds realized upon default shall be applied to the payment of expenses of the Authority or
rebate only after the payment of past due and current debt service on the Insured Series 2013G
Water Bonds and amounts required to restore the Series 2013G Reserve Fund to the Series
2013G Reserve Fund Requirement.

(k) The Bond Insurer shall be entitled to pay principal or interest on the
Insured Series 2013G Water Bonds that shall become Due for Payment but shall be unpaid by
reason of Nonpayment by the Authority (as such terms are defined in the Municipal Bond
Insurance Policy) and any amounts due on the Insured Series 2013G Water Bonds as a result of
acceleration of the maturity thereof in accordance with the Trust Agreement, whether or not the
Bond Insurer has received a Notice of Nonpayment (as such terms are defined in the Municipal
Bond Insurance Policy) or a claim upon the Municipal Bond Insurance Policy.

() The Bond Insurer shall be provided with the following information by the
Authority, the District or Trustee, as the case may be:

() Annual audited financial statements within 180 days (or such longer
period agreed to by the Bond Insurer) after the end of each of the District’s Fiscal Year (together
with a certification of the Authority that it is not aware of any Event of Default under the Trust
Agreement), and each of the District’s annual budget within 30 days after the approval thereof
together with such other information, data or reports as the Bond Insurer shall reasonably request
from time to time;

(i) Notice of any draw upon the Series 2013G Reserve Fund within two
Business Days after knowledge thereof other than (i) withdrawals of amounts in excess of the
Series 2013G Reserve Fund Requirement and (ii) withdrawals in connection with a refunding of
Insured Series 2013G Water Bonds;

(ili))  Notice of any Event of Default known to the Trustee, the Authority or the
District within five Business Days after knowledge thereof;

(iv)  Prior notice of the advance refunding or redemption of any of the Insured
Series 2013G Water Bonds, including the principal amount, maturities and CUSIP numbers
thereof;

(v) Notice of the resignation or removal of the Trustee and the appointment
of, and acceptance of duties by, any successor thereto;

OHSUSA:753910848.6 51



(vi)  Notice of the commencement of any proceeding by or against the
Authority or the District commenced under the United States Bankruptcy Code or any other
applicable bankruptcy, insolvency, receivership, rehabilitation or similar law (an “Insolvency
Proceeding”);

(vii)  Notice of the making of any claim in connection with any Insolvency
Proceeding seeking the avoidance as a preferential transfer of any payment of principal of, or
interest on, the Insured Series 2013G Water Bonds;

(viit) A full original transcript of all proceedings relating to the execution of any
amendment, supplement, or waiver to the Trust Agreement or the Installment Purchase Contract;
and

(ix)  All reports, notices and correspondence to be delivered to holders of the
Insured Series 2013G Water Bonds under the terms of the Trust Agreement.

(x)  All information furnished pursuant to the Continuing Disclosure
Agreement shall also be provided to the Bond Insurer by the Trustee as dissemination agent,
simultaneously with the furnishing of such information.

(m) The Bond Insurer shall have the right to receive such additional
information as it may reasonably request.

(n) The Authority and the District will permit the Bond Insurer to discuss the
affairs, finances and accounts of the Authority and the District or any information the Bond
Insurer may reasonably request regarding the security for the Insured Series 2013G Water Bonds
with appropriate officers of the Authority and the District and will use commercially reasonable
efforts to enable the Bond Insurer to have access to the facilities, books and records of the
Authority and the District on any business day upon reasonable prior notice.

(o) The Trustee shall notify the Bond Insurer of any failure of the Authority or
the District to provide notices, certificates and other information under the transaction
documents.

(p) In determining whether any amendment, consent, waiver or other action to
be taken, or any failure to take action, under the Trust Agreement would adversely affect the
security for the Insured Series 2013G Water Bonds or the rights of the holders of the Insured
Series 2013G Water Bonds, the Trustee shall consider the effect of any such amendment,
consent, waiver, action or inaction as if there were no Municipal Bond Insurance Policy.

(@) No contract shall be entered into or any action taken by which the rights of
the Bond Insurer or security for or sources of payment of the Insured Series 2013G Water Bonds
may be impaired or prejudiced in any material respect except upon obtaining the prior written
consent of the Bond Insurer.

(9] There shall be delivered an opinion of Bond Counsel addressed to the
Bond Insurer (or a reliance letter relating thereto), or a certificate of discharge of the trustee for
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the Prior Water Bonds, to the effect that, upon the making of the required deposit to the escrow,
the legal defeasance of the Prior Water Bonds shall have occurred.

(s) The Trustee shall ascertain the necessity for a claim upon the Reserve
Policy in accordance with the provisions of subsection 4.02(b)(i) of the Installment Purchase
Contract and to provide notice to the Bond Insurer in accordance with the terms of the Reserve
Policy at least five (5) Business Days prior to each date upon which interest or principal is due
on the Series 2013G Water Bonds.

SECTION 11.13. [Reserved].

SECTION 11.14. Notices to Bond Insurer. The notice address of the Bond
Insurer is: Assured Guaranty Municipal Corp., 31 West 52nd Street, New York, New York
10019, Attention: Managing Director — Surveillance, Re: Policy No. 215749-N, Telephone:
(212) 826 0100; Telecopier: (212) 339 3556. In each case in which notice or other
communication refers to an Event of Default, then a copy of such notice or other communication
shall also be sent to the attention of the General Counsel and shall be marked to indicate
“URGENT MATERIAL ENCLOSED.”

SECTION 11.16. Effective Date. The Trust Agreement shall become effective
upon its execution and delivery.

SECTION 11.17. Execution in Several Counterparts. This Trust Agreement
may be executed in any number of counterparts and each of such counterparts shall for all
purposes be deemed to be an original; and all such counterparts, or as many of them as the
Authority and the Trustee shall preserve undestroyed, shall together constitute but one and the
same instrument.
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IN WITNESS WHEREOF, the Modesto Irrigation District Financing Authority
has caused this Trust Agreement to be signed in its name and attested by its duly authorized
officers, respectively, and the Modesto Irrigation District has caused this Trust Agreement to be
signed in its name and attested by its duly authorized officers, respectively, and Wells Fargo
Bank, National Association, in token of its acceptance of the trust created hereunder, has caused
this Trust Agreement to be signed in its name by its duly authorized representative, all as of the
day and year first above written.

MODESTO IRRIGATION DISTRICT
FINANCING AUTHORITY

b Lot

Interim Treasurer

Attest:
Secretary
MODESTO IRRIGATION DISTRICT
By __
Interim Gen anager
Attest:

—2f 2Ilh

Secretary of the Board of
Directors

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Trustee

By

Authorized Representative
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IN WITNESS WHEREOF, the Modesto Irrigation District Financing Authority
has caused this Trust Agreement to be signed in its name and attested by its duly authorized
officers, respectively, and the Modesto Irrigation District has caused this Trust Agreement to be
signed in its name and attested by its duly authorized officers, respectively, and Wells Fargo
Bank, National Association, in token of its acceptance of the trust created hereunder, has caused
this Trust Agreement to be signed in its name by its duly authorized representative, all as of the
day and year first above written.

MODESTO IRRIGATION DISTRICT

FINANCING AUTHORITY
By
Interim Treasurer
Attest:
Secretary
MODESTO IRRIGATION DISTRICT
By
Interim General Manager

Attest:

Secretary of the Board of
Directors

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Trustee

By %f 4

[ 4

Va
Authorized Repkséntative
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EXHIBIT A
FORM OF SERIES 2013G WATER BONDS

No. $

MODESTO IRRIGATION DISTRICT FINANCING AUTHORITY
DOMESTIC WATER PROJECT REFUNDING REVENUE BOND
SERIES 2013G

NEITHER THE FULL FAITH AND CREDIT OF THE AUTHORITY
NOR THE FULL FAITH AND CREDIT OF ITS MEMBERS
(INCLUDING THE DISTRICT) IS PLEDGED FOR THE PAYMENT
OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON
THE BONDS AND NO TAX OR OTHER SOURCE OF FUNDS
OTHER THAN THE REVENUES HEREINAFTER IDENTIFIED IS
PLEDGED TO PAY THE PRINCIPAL OF, PREMIUM, IF ANY, OR
INTEREST ON THE BONDS.

Interest Rate Maturity Date Issue Date CUSIP
% September 1, August 14, 2013

REGISTERED OWNER:  CEDE & CO.

PRINCIPAL AMOUNT: DOLLARS

The MODESTO IRRIGATION DISTRICT FINANCING AUTHORITY, a joint
exercise of powers authority, duly organized and validly existing under and pursuant to the laws
of the State of California (the "Authority"), for value received, hereby promises to pay (but only
out of the Revenues hereinafter identified) to the registered owner identified above or registered
assigns, on the maturity date specified above (subject to any right of prior redemption hereinafter
provided for) the principal amount specified above, together with interest on such principal
amount from the interest payment date next preceding the date of registration hereof (unless this
Bond is registered as of an interest payment date, in which event this Bond shall bear interest
from such interest payment date or unless this Bond is registered on or before February 15, 2014,
in which event this Bond shall bear interest from August 14, 2013); provided, however, that if, as
shown by the records of Wells Fargo Bank, National Association, as trustee (the "Trustee"),
interest on the Bonds shall be in default, Bonds issued in exchange for Bonds surrendered for
transfer or exchange shall bear interest from the last date to which interest has been paid in full
or duly provided for with respect to the Bonds, or, if no interest has been paid or duly provided
for with respect to the Bonds, from August 14, 2013. Interest on this Bond shall be paid on
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March 1, 2014, and semiannually thereafter on each September 1 and March 1. Interest due on
or before maturity or prior redemption of this Bond shall be payable only by check mailed to the
registered owner hereof. The principal hereof is payable in lawful money of the United States of
America at the principal corporate trust office of the Trustee in Minneapolis, Minnesota.

This Bond is one of a duly authorized issue of bonds of the Authority designated
as the "Modesto Irrigation District Financing Authority Domestic Water Project Refunding
Revenue Bonds, Series 2013G" (the "Bonds") in the aggregate principal amount of forty-three
million two hundred seventy thousand dollars ($43,270,000) and is issued under and pursuant to
the provisions of the Joint Exercise of Powers Act (being Chapter 5 of Division 7 of Title 1 of
the California Government Code, as amended) and all laws amendatory thereof or supplemental
thereto (the "Act") and under and pursuant to the provisions of a Trust Agreement, dated as of
August 1, 2013 (the "Trust Agreement™), among the Authority, the District and the Trustee.
Copies of the Trust Agreement are on file at the corporate trust office of the Trustee in San
Francisco, California. Reference is hereby made to the Trust Agreement and to any and all
amendments thereof and supplements thereto for a description of the covenants and pledges
securing the Bonds, for the nature, extent and manner of enforcement of such covenants and
pledges, for the rights and remedies of the Trustee and the registered owners of the Bonds with
respect thereto and for other conditions and terms upon which the Bonds are issued. To the
extent and in the manner permitted by the Trust Agreement, the provisions of the Trust
Agreement may be amended or supplemented by the parties thereto, but no such amendment or
supplement shall (1) extend the stated payment date of this Bond, or reduce the rate of interest
hereon, or extend the time of payment of such interest, or reduce the amount of principal hereof,
or reduce any redemption premium hereon, without the prior written consent of the registered
owner hereof, or (2) reduce the percentage of registered owners whose consent is required for the
execution of any amendment of or supplement to the Trust Agreement, or (3) modify any rights
or obligations of the Trustee without its prior written consent thereto.

The Bonds are issued to provide funds to refinance a portion of the costs of
acquisition and construction of a surface water treatment plant and distribution facilities of the
District (the "Project”). The Bonds are special, limited obligations of the Authority and are
payable, as to interest thereon and principal thereof, solely from moneys held in certain funds
and accounts pursuant to the Trust Agreement and the revenues derived from Installment
Payments and other payments made by the District pursuant to the Installment Purchase
Contract, dated as of November 1, 1992, and amended and restated as of July 1, 1995 and further
amended and restated as of February 1, 1998 and further amended and restated as of August 1,
2013 (the "Installment Purchase Contract™), by and between the District and the Authority (as
more fully defined in the Trust Agreement, the "Revenues"”), and the Authority is not obligated
to pay the principal of or interest on the Bonds except from the Revenues. All Bonds are equally
and ratably secured in accordance with the terms and conditions of the Trust Agreement by a
pledge of and charge and lien upon the Revenues, and the Revenues constitute a trust fund for
the security and payment of the principal of and interest on the Bonds as provided in the Trust
Agreement. The obligation of the District to make the Installment Payments is a special
obligation of the District payable solely from certain payments made by the City of Modesto to
the District pursuant to the Treatment and Delivery Agreement (as that term is defined in the
Trust Agreement) and the other funds provided for in the Installment Purchase Contract and the
Trust Agreement, and does not constitute a debt of the District or of the Authority or any of its
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members or of the State of California or of any political subdivision thereof within the meaning
of any constitutional or statutory debt limitation or restriction. No director, officer or employee
of the Authority or the District shall be individually or personally liable for the payment of the
principal of, the redemption premiums, if any, or interest on the Bonds, but nothing contained
herein shall relieve any director, officer or employee of the District from the performance of any
official duty provided by any applicable provisions of law or hereby.

The Bonds are authorized to be issued, executed and delivered in the form of fully
registered Bonds in Authorized Denominations (as defined in the Trust Agreement). Subject to
the conditions and terms and upon payment of the charges, if any, provided in the Trust
Agreement, any Bond may, in accordance with the terms of the Trust Agreement, be transferred,
upon the books of the Trustee required to be kept pursuant to the provisions of the Trust
Agreement, by the person in whose name it is registered, in person or by the attorney of such
person duly authorized in writing, upon surrender of such Bond for cancellation, accompanied by
a duly executed written instrument of transfer in a form approved by the Trustee. No transfers of
Bonds shall be required to be made after the close of business on the fifteenth day of the calendar
month immediately preceding the interest payment date and prior to the interest payment date or
during the period established by the Trustee for selection of Bonds for redemption. No
registration of transfer shall be made of any Bond selected for redemption.

The Bonds are subject to redemption prior to their respective stated maturity dates
under the circumstances and upon the conditions and terms prescribed in the Trust Agreement
and the Installment Purchase Contract. The Bonds shall be selected for redemption in
accordance with the Trust Agreement. Notices of redemption shall be mailed, first class postage
prepaid, not less than 30 days nor more than 60 days prior to the redemption date to the
registered owners of any Bonds designated for redemption at their addresses appearing on the
books required to be kept by the Trustee.

The registered owner of this Bond shall have no right to enforce the provisions of
the Trust Agreement or to institute action to enforce the covenants therein, or to take any action
with respect to any Event of Default under and as defined in the Trust Agreement, or to institute,
appear in or defend any suit or other proceedings with respect thereto, except as provided in the
Trust Agreement. If an Event of Default occurs and is continuing, the principal of all Bonds then
outstanding under the Trust Agreement may become due and payable upon the conditions and in
the manner and with the effect provided in the Trust Agreement.

The Authority and any agent of the Authority and the Trustee may treat the person
in whose name this Bond is registered as the owner hereof for the purpose of receiving payment
as herein provided and for all other purposes, whether or not this Bond is overdue, and the
Authority, the Trustee and any such agent shall not be affected by any notice to the contrary.

The Trust Agreement prescribes the manner in which it may be discharged and
after which the Bonds shall no longer be secured by or entitled to the benefits of the Trust
Agreement, except for the purposes of registration and exchange of Bonds and of payment of the
principal of, premium, if any, and interest on the Bonds as the same becomes due and payable,
including a provision that under certain circumstances the Bonds shall be deemed to be paid if
certain securities, maturing as to principal and interest in such amounts and at such times as to
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insure the availability of sufficient moneys to pay the principal of, premium, if any, and interest
on the Bonds and all required fees, deposited with the Trustee.

THE AUTHORITY HEREBY CERTIFIES that all acts, conditions and things
required by the Constitution and statutes of the State of California and the Trust Agreement, to
have been performed, to have happened and to exist precedent to and in the connection with the
issuance of this Bond, have been performed, have happened and do exist in regular and due time,
form and manner as required by law, and that the amount of this Bond, together with all other
bonds issued under the Trust Agreement, is not in excess of the amount of Bonds authorized to
be issued thereunder.

IN WITNESS WHEREOF, the Modesto Irrigation District Financing Authority
has caused this Bond to be executed in its name and on its behalf by the facsimile signature of
the Interim Treasurer of the Authority and countersigned by the facsimile signature of the
Secretary of the Authority, and has caused this Bond to be dated as of the issue date specified
above.

MODESTO IRRIGATION DISTRICT
FINANCING AUTHORITY

By:

Interim Treasurer

Countersigned:

Secretary
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CERTIFICATE OF AUTHENTICATION

This is one of the Bonds described in the within-mentioned Trust Agreement
which has been authenticated and registered on

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Trustee

By:

Authorized Signatory

ASSIGNMENT

For value received the undersigned do(es) hereby sell, assign and transfer unto
the within Bond and do(es) hereby irrevocably constitute and appoint
attorney to transfer the same on the bond register of the Trustee, with
full power of substitution in the premises.

Dated:

SIGNATURE GUARANTEED BY:

NOTE: The signature(s) to this Assignment must correspond with the name(s) as written
on the face of the within Bond in every particular, without alteration or
enlargement or any change whatsoever, and the signature(s) must be guaranteed
by an eligible guarantor institution.

Social Security Number, Taxpayer ldentification Number or other identifying number of
Assignee:

Unless this Bond is presented by an authorized representative of The Depository
Trust Company, a New York corporation (“DTC”), to the District or the Trustee for registration
of transfer, exchange, or payment, and any Bond issued is registered in the name of Cede & Co.
or in such other name as is requested by an authorized representative of DTC (and any payment
is made to Cede & Co. or to such other entity as is requested by an authorized representative of
DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner
hereof Cede & Co., has an interest herein.
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[STATEMENT OF INSURANCE TO APPEAR ON
INSURED SERIES 2013G WATER BONDS]

Assured Guaranty Municipal Corp. (“AGM”), New York, New York, has
delivered its municipal bond insurance policy (the “Policy”) with respect to the scheduled
payments due of principal of and interest on the Bonds maturing on September 1 of the years
2019 through 2022, inclusive (the “Insured Bonds™) to Wells Fargo Bank, National Association,
San Francisco, California, or its successor, as paying agent for the Insured Bonds (the “Paying
Agent”). Said Policy is on file and available for inspection at the principal office of the Paying
Agent and a copy thereof may be obtained from AGM or the Paying Agent. All payments
required to be made under the Policy shall be made in accordance with the provisions thereof.
The owner of this Bond acknowledges and consents to the subrogation rights of AGM as more
fully set forth in the Policy.
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EXHIBIT B

DESCRIPTION OF THE PROJECT

The Project consists of the water treatment plant, treated water transmission
pipelines, terminal reservoir/pumping station and treated water distribution pipelines, located
within the District's boundaries and providing approximately 30 million gallons per day of
treated surface water to its customers within the District.
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EXHIBIT C

FORM OF REQUISITION

REQUISITION NO.

The undersigned, a duly authorized officer of the Modesto Irrigation District,
hereby requests Wells Fargo Bank, National Association, as trustee (the "Trustee™) under and
pursuant to that certain trust agreement (the "Trust Agreement™), dated as of August 1, 2013, by
and between the Modesto Irrigation District Financing Authority (the "Authority") and the
Trustee to pay each of the persons identified on the attached Schedule | the amounts set forth
beside their names from moneys deposited in the Project Fund established and maintained
pursuant to the Trust Agreement.

Each obligation identified herein has been properly incurred and is a proper
charge against the Project Fund. None of the items so identified has been previously reimbursed
from the Project Fund. Each item for which payment is requested was or is necessary in
connection with the acquisition, construction, installation or financing of the Project (as such
term is defined in the Trust Agreement).

There has not been filed with or served upon the District notice of any lien, right
to lien or attachment upon, or claim affecting the right to receive payment of, any of the moneys
payable to any of the persons named in such requisition which has not been released or will not
be released simultaneously with the payment of such obligation, other than materialmen's or
mechanics' liens accruing by mere operation of law.

Dated: , 20

MODESTO IRRIGATION DISTRICT

By

Authorized District Representative

Attachment: Schedule |
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INSTALLMENT PURCHASE
CONTRACT

by and between

MODESTO IRRIGATION DISTRICT

and

MODESTO IRRIGATION DISTRICT FINANCING AUTHORITY

Dated as of November 1, 1992
and amended and restated as of July 1, 1995
and further amended and
restated as of February 1, 1998
and further amended and
restated as of August 1, 2013

RELATING TO
$43,270,000
MODESTO IRRIGATION DISTRICT FINANCING AUTHORITY

DOMESTIC WATER PROJECT REFUNDING REVENUE BONDS,
SERIES 2013G
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INSTALLMENT PURCHASE CONTRACT

This INSTALLMENT PURCHASE CONTRACT, dated as of November 1, 1992
and amended and restated as of July 1, 1995, and further amended and restated as of February 1,
1998, and further amended and restated as of August 1, 2013 by and between MODESTO
IRRIGATION DISTRICT, an irrigation district duly organized and existing under and by virtue
of the laws of the State of California (the “District”), and MODESTO IRRIGATION DISTRICT
FINANCING AUTHORITY, a joint exercise of powers authority duly organized and existing
under and by virtue of the laws of the State of California (“Authority”)

WHEREAS, the District is authorized by law, including Division 11 of the
California Water Code, as amended, to acquire interests in and construct facilities for the
treatment and delivery of water;

WHEREAS, the Authority is a joint exercise of powers authority duly organized
and existing under and pursuant to a Joint Exercise of Powers Agreement, dated as of July 1,
1989 (the “Agreement”), by and between Modesto Irrigation District (the “District”) and the City
of Redding and pursuant to the Joint Exercise of Powers Act (Sections 6500 et seq. of the
California Government Code) (the “Act”);

WHEREAS, the Authority is authorized under the provisions of the Act and the
Agreement to enter into contracts to pay the costs and expenses of acquiring, designing,
constructing, and installing facilities for the treatment and delivery of water;

WHEREAS, the District entered into a contract with the Authority for the
acquisition, design, construction and installation of the Domestic Water System, including the
initial facilities as described in Exhibit A hereto (such facilities, the “Domestic Water Project”);

WHEREAS, the Authority assisted the District by financing the acquisition,
design, construction, improvement and installation of such initial facilities comprising the
Domestic Water Project for the District through the issuance of its Domestic Water Project
Revenue Bonds, Series 1992A in an original aggregate principal amount of $67,320,000 (the
“Series 1992A Water Bonds”) and Series 1995C, in an original aggregate principal amount of
$23,380,000 (the “Series 1995C Water Bonds”);

WHEREAS, the Authority assisted the District by refinancing the acquisition,
design, construction, improvement and installation of the Domestic Water Project for the District
through the issuance of its Domestic Water Project Revenue Bonds, including Series 1998D
Refunding Water Bonds in an original aggregate principal amount of $94,715,000 (the “Prior
Water Bonds”), which were used to refund the Series 1992A Water Bonds and the Series 1995C
Water Bonds;

WHEREAS, the District has determined that the acquisition, design, construction,

improvement and installation of the Domestic Water Project is necessary and proper for District
uses and purposes under the terms of applicable law and for the common benefit of the District
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as a whole, including but not limited to the beneficial use of the District's water resources in a
manner which promotes the assurance of water and electric service to the District's residents and
customers;

WHEREAS, the Authority has determined to issue its Domestic Water Project
Refunding Revenue Bonds, Series 2013G in an aggregate principal amount of forty-three million
two hundred seventy thousand dollars ($43,270,000) (the “Series 2013G Water Bonds”) in order
to refund and defease the unpaid Prior Water Bonds in accordance with their terms;

WHEREAS, the District and the Authority have duly authorized the execution of
this Installment Purchase Contract, as amended and restated herein, to provide for the purchase
of the Domestic Water Project by the District and to provide for a purchase price that will be
applied to refund and defease the Prior Water Bonds;

WHEREAS, the District and the Authority desire to amend and restate the terms
and conditions of this Installment Purchase Contract and to modify the terms of the purchase of
the Domestic Water Project;

WHEREAS, all acts, conditions and things required by law to exist, to have
happened and to have been performed precedent to and in connection with the execution and
delivery of this Installment Purchase Contract do exist, have happened and have been performed
in regular and due time, form and manner as required by law, and the parties hereto are now duly
authorized to execute and enter into this Installment Purchase Contract;

NOW, THEREFORE, IN CONSIDERATION OF THESE PREMISES AND OF
THE MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR
OTHER VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE
AS FOLLOWS:

ARTICLE |

DEFINITIONS

SECTION 1.01 Definitions. Unless the context otherwise requires, the terms
defined in this section shall for all purposes hereof and of any amendment hereof or supplement
hereto and of any report or other document mentioned herein or therein have the meanings
defined herein, the following definitions to be equally applicable to both the singular and plural
forms of any of the terms defined herein:

Accountant’s Report

The term “Accountant's Report” means a report signed by an Independent
Certified Public Accountant.
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Authority

The term “Authority” means the Modesto Irrigation District Financing Authority,
a joint exercise of powers authority duly organized and existing under and by virtue of the laws
of the State of California.
Bond Counsel

The term “Bond Counsel” shall have the meaning ascribed to such term in the
Trust Agreement.

Bond Insurer

The term “Bond Insurer” means Assured Guaranty Municipal Corp., a New York
stock insurance company, or any successor thereto or assignee thereof,

City
The term "City" means the City of Modesto.
Code

The term “Code” means the Internal Revenue Code of 1986.

Continuing Disclosure Agreement

The term “Continuing Disclosure Agreement” shall mean that certain Continuing
Disclosure Agreement between the City of Modesto and the Trustee dated the date of issuance
and delivery of the Series 2013G Water Bonds, as originally executed and as it may be amended
from time to time in accordance with the terms thereof.

Depositary

The term “Depositary” means Wells Fargo Bank, National Association, in its
capacity as Depositary, and its successors and assigns.

District

The term “District” means Modesto Irrigation District, an irrigation district duly
organized and existing under and by virtue of the laws of the State of California.

Domestic Water Bonds

The term “Domestic Water Bonds” means the outstanding Modesto Irrigation
District Financing Authority Domestic Water Project Revenue Bonds, Series 2007F and the
Series 2013G Water Bonds.
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Domestic Water Contract

The term “Domestic Water Contract” means the Installment Purchase Contract,
the Series F Installment Purchase Contract, Domestic Water Swap Contracts, and all contracts of
the District authorized and executed by the District under and pursuant to the Law, the Domestic
Water Installment Payments under which are on a parity with the Series G Domestic Water
Installment Payments and are secured by a pledge of and lien on the Treatment and Delivery
Revenues.

Domestic Water Installment Payment Date

The term “Domestic Water Installment Payment Date” means March 1, 2014 and
thereafter on March 1 and September 1 of each year.

Domestic Water Installment Payments; Domestic Water Swap Installment Payments; Series G
Domestic Water Installment Payments

The term “Domestic Water Installment Payments” means: (1) in connection with
the financing of the Domestic Water System, the installment payments of interest and principal
scheduled to be paid by the District, and (2) Domestic Water Swap Installment Payments, under
and pursuant to the Domestic Water Contracts.

The term “Domestic Water Swap Installment Payments” means regularly
scheduled payments and termination payments, if any, made to third-party counterparties
pursuant to interest rate swap agreements, including but not limited to, the Series 2007F Swap
Contract Payments.

The term “Series G Domestic Water Installment Payments” means the Series G
Domestic Water Installment Payments scheduled to be paid pursuant to Section 3.02.

Domestic Water Project

The term “Domestic Water Project” means the acquisition, design, construction
and installation of certain initial facilities, including diversion facilities, water treatment
facilities, pipelines, pumps, storage facilities and other improvements, comprising the original
project component of the Domestic Water System as described in Exhibit A hereto.

Domestic Water Project Revenue Fund

The term “Domestic Water Project Revenue Fund” means the Modesto Irrigation
District Domestic Water Project Revenue Fund established in Section 4.02.

Domestic Water System

The term “Domestic Water System” means all facilities related to the treatment,
transmission, storage, distribution and pumping and all other properties, structures or works for
the treatment, transmission, storage, distribution and pumping of domestic water and all rights to
obtain, control or receive domestic water services heretofore or hereafter acquired or constructed
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by the District together with all additions, betterments, extensions or improvements to such
facilities, properties, structures or works or any part thereof hereafter acquired and constructed.

Domestic Water Service

The term “Domestic Water Service” means the treated water furnished, made
available or sold by the Domestic Water System.

Domestic Water Swap Contracts

The term “Domestic Water Swap Contracts” means all interest rate swap
contracts entered into by the Authority and payable from Domestic Water Swap Installment
Payments.

Engineer's Report

The term “Engineer's Report” means a report signed by an Independent Engineer.

Event of Default

The term “Event of Default” means an event described in Section 7.01.
Fiscal Year

The term “Fiscal Year” means the twelve-month period terminating on
December 31 of each year, or any other annual accounting period hereafter selected and
designated by the District as its Fiscal Year in accordance with applicable law.

General Fund

The term “General Fund” means the fund by that name existing in the treasury of
the District established by the Law.

Independent Certified Public Accountant

The term “Independent Certified Public Accountant” means any firm of certified
public accountants appointed by the District, and each of whom is independent pursuant to the
Statement on Auditing Standards No. 1 of the American Institute of Certified Public
Accountants.

Independent Engineer

The term “Independent Engineer” means any registered engineer or firm of
registered engineers of national reputation generally recognized to be well qualified in
engineering matters relating to water systems, appointed and paid by the District, and who or
each of whom --

1) is in fact independent and not under the domination of the District;
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@) does not have a substantial financial interest, direct or indirect, in the
operations of the District; and

3) is not connected with the District as a director, officer or employee of the
District, but may be regularly retained to make reports to the District.

Installment Purchase Contract

The term “Installment Purchase Contract” means this Installment Purchase
Contract by and between the District and Authority, dated as of November 1, 1992 and amended
and restated as of July 1, 1995, and further amended and restated as of February 1, 1998, and
further amended and restated as of August 1, 2013, and as it may from time to time be further
amended or supplemented in accordance herewith.

Interest Payment Date

The term “Interest Payment Date” shall have the meaning ascribed to such term in
the Trust Agreement.

Law

The term “Law” means the Irrigation District Law of the State of California
(being Division 11 of the Water Code of the State of California, as amended) and all laws
amendatory thereof or supplemental thereto.

Maintenance and Operation Costs of the Domestic Water System

The term “Maintenance and Operation Costs of the Domestic Water System”
shall mean the costs set forth in Sections 14.2, 14.3, 14.4, 14.5, 14.6 and 14.7 of the Treatment
and Delivery Agreement and similar costs related to the Domestic Water System.

Maximum Annual Series G Domestic Water Installment Payments

The term “Maximum Annual Series G Domestic Water Installment Payments”
means the greatest annual Series G Domestic Water Installment Payment payable in any year
ending on September 1 during the period beginning with the then current year and ending with
the year ending on September 1, 2022.

Moody's

The term “Moody's” shall have the meaning ascribed to such term in the Trust
Agreement.

Net Proceeds

The term “Net Proceeds” means, when used with respect to any insurance or
condemnation award, the proceeds from such insurance or condemnation award remaining after
payment of all expenses (including attorneys' fees) incurred in the collection of such proceeds.
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Participating Underwriter

The term “Participating Underwriter” shall have the meaning ascribed thereto in
the Continuing Disclosure Agreement.

Permitted Investments

The term “Permitted Investments” means any of the following which at the time
are legal investments under the laws of the State of California for moneys held hereunder and
then proposed to be invested therein:

A. Direct obligations of the United States (including obligations issued or
held in book-entry form on the books of the Department of the Treasury, and CATS and TIGRS)
or obligations the principal of and interest on which are unconditionally guaranteed by the
United States.

B. Bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following federal agencies and provided such obligations are backed by
the full faith and credit of the United States (stripped securities are only permitted if they have
been stripped by the agency itself):

1. United States Export-Import Bank
Direct obligations or fully guaranteed certificates of beneficial ownership
2. Farmers Home Administration
Certificates of beneficial ownership
3. Federal Financing Bank
4, Federal Housing Administration Debentures (“FHA”)
5. General Services Administration
Participation certificates
6. Government National Mortgage Association (“GNMA” or “Ginnie Mae”)
GNMA - guaranteed mortgage-backed bonds
GNMA - guaranteed pass-through obligations
7. United States Maritime Administration
Guaranteed Title XI financing

8. United States Department of Housing and Urban Development (“HUD”)
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C.

Project Notes
Local Authority Bonds

New Communities Debentures - United States government guaranteed
debentures

U.S. Public Housing Notes and Bonds — U.S. government guaranteed
public housing notes and bonds

Bonds, debentures, notes or other evidence of indebtedness issued or

guaranteed by any of the following non-full faith and credit U.S. government agencies (stripped
securities are only permitted if they have been stripped by the agency itself):

1.

D.

Federal Home Loan Bank System

Senior debt obligations

Federal Home Loan Mortgage Corporation (“FHLMC” or “Freddie Mac”)
Participation Certificates

Senior debt obligations

Federal National Mortgage Association (“FNMA” or “Fannie Mae”)
Mortgage-backed securities and senior debt obligations

Student Loan Marketing Association (“SLMA” or “Sallie Mae™)
Senior debt obligations

Resolution Funding Corporation (“REFCORP”) obligations

Farm Credit System

Consolidated systemwide bonds and notes

Money market funds registered under the Federal Investment Company

Act of 1940, whose shares are registered under the Federal Securities Act of 1933, and having a
rating by S&P of “AAAM-G,” “AAA-m,” or “AA m” and if rated by Moody’s, rated “Aaa,”
“Aal” or “Aa2,” including funds for which the Trustee or any of its affiliates (including any
holding company, subsidiaries, or other affiliates) provides investment advisory or other

management services.

E.

Certificates of deposit secured at all times by collateral described in (A)

and/or (B) above. Such certificates must be issued by commercial banks (including affiliates of
the Trustee), savings and loan associations or mutual savings banks. The collateral must be held
by a third party and the Trustee must have a perfected first security interest in the collateral.
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F. Certificates of deposit, savings accounts, deposit accounts or money
market deposits (including those of the Trustee and its affiliates) which are fully insured by
FDIC, including BIF and SAIF.

G. Investment Agreements, including Guaranteed Investment Contracts,
Forward Purchase Agreements and Reserve Fund Put Agreements.

H. Commercial paper rated, at the time of purchase, “Prime-1" by Moody’s
and “A-1+" by S&P.

I Bonds or notes issued by any state or municipality which are rated by
Moody’s and S&P in one of the two highest rating categories assigned by such agencies.

J. Federal funds or bankers acceptances with a maximum term of one year of
any bank which has an unsecured, uninsured and unguaranteed obligation rating of “Prime — 1”
or “A3” or better by Moody’s and “A-1+" or “A” or better by S&P.

K. Repurchase agreements that provide for the transfer of securities from a
dealer bank or securities firm (seller/borrower) to the Trustee (buyer/lender), and the transfer of
cash from the Trustee to the dealer bank or securities firm with an agreement that the dealer bank
or securities firm will repay the cash plus a yield to the Trustee in exchange for the securities at a
specified date.

Repurchase Agreements must satisfy the following criteria:

a. Repos must be between the municipal entity and a dealer bank or
securities firm

1) Primary dealers on the Federal Reserve reporting dealer list which are
rated A or better by Standard & Poor’s Ratings Group and Moody’s, or

2 Banks rated “A” or above by Standard & Poor’s Ratings Group and
Moody’s Investor Services.

b. The written repo contract must include the following:
1) Securities which are acceptable for transfer are:
@ Direct U.S. governments

(b) Federal agencies backed by the full faith and credit of the U.S.
government (and FNMA & FHLMC)

(@) The term of the repo may be up to 30 days

3) The collateral must be delivered to the municipal entity, trustee (if trustee
is not supplying the collateral) or third party acting as agent for the trustee (if the trustee is
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supplying the collateral) before/simultaneous with payment (perfection by possession of
certificated securities).

4 The trustee has a perfected first priority security interest in the collateral.
(5) Valuation of Collateral

@) The securities must be valued weekly, marked-to-market at current market
price plus accrued interest

(b) The value of collateral must be equal to 104% of the amount of cash
transferred by the municipal entity to the dealer bank or security firm under the repo plus accrued
interest. If the value of securities held as collateral slips below 104% of the value of the cash
transferred by municipality, then additional cash and/or acceptable securities must be transferred.
If, however, the securities used as collateral are FNMA or FHLMC, then the value of collateral
must equal 105%.

C. Legal opinion which must be delivered to the municipal entity:
Repo meets guidelines under state law for legal investment of public funds.

L. Any state administered pool investment fund in which the District is
statutorily permitted or required to invest, including, but not limited to participation in the Local
Agency Investment Fund (LAIF).

Prior Water Bonds

The term “Prior Water Bonds” means the unpaid Modesto Irrigation District
Financing Authority Domestic Water Project Refunding Revenue Bonds, Series 1998D.

Project Fund

The term “Project Fund” means the Modesto Irrigation District Domestic Water
Project Fund, Series 2013G established pursuant to Section 3.03 of the Trust Agreement.

Purchase Price

The term “Purchase Price” means the principal amount plus interest thereon owed
by the District to the Authority under the terms hereof as provided in Section 3.01.

Rebate Fund
The term “Rebate Fund” means the Rebate Fund established in Section 5.05.

Rebate Instructions

The term “Rebate Instructions” means those calculations and directions required
to be delivered to the Trustee by the District pursuant to the Tax Certificate.
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Rebate Requirement

The term “Rebate Requirement” means the Rebate Requirement defined in the
Tax Certificate.

Reserve Policy

The term “Reserve Policy” means the municipal bond debt service reserve
insurance policy issued by the Bond Insurer guaranteeing certain payments into the Series 2013G
Reserve Fund as provided therein and subject to the limitations set forth therein.

S&P

The term “S&P” shall have the meaning ascribed to such term in the Trust
Agreement.

Series 2007F Swap Contract

The term “Series 2007F Swap Contract” means, collectively, the ISDA Master
Agreement, two Confirmations, the Credit Support Annex and the Schedule, each between the
Authority and the Series 2007F Swap Counterparty, and dated June 5, 2007, as originally
executed and as they may from time to time be amended or supplemented in accordance with
their terms.

Series 2007F Swap Contract Payments

The term “Series 2007F Swap Contract Payments” means regularly scheduled
payments and termination payments, if any, due to the Series 2007F Swap Counterparty, under
the Series 2007F Swap Contract.

Series 2007F Swap Counterparty

The term “Series 2007F Swap Counterparty” means JPMorgan Chase Bank, N.A.,
as assignee of Bear Stearns Capital Markets, and any successors and assigns.

Series F Installment Purchase Contract

The term “Installment Purchase Contract” means the Installment Purchase
Contract by and between the District and Authority, dated as of June 1, 2007, and as it may from
time to time be further amended or supplemented in accordance therewith.

Series 2013G Reserve Fund

The term “Series 2013G Reserve Fund” means the fund by that name referenced
in Section 4.02.
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Series 2013G Reserve Fund Requirement

The term “Series 2013G Reserve Fund Requirement” means, as of any date of
calculation, an amount equal to the Maximum Annual Series G Domestic Water Installment
Payments.

Series 2013G Revenue Fund

The term “Series 2013G Revenue Fund” means the Series 2013G Revenue Fund
defined in the Trust Agreement.

Series 2013G Water Bonds

The term “Series 2013G Water Bonds” means the Modesto Irrigation District
Financing Authority Domestic Water Project Refunding Revenue Bonds, Series 2013G, issued
pursuant to the Trust Agreement.

Tax Certificate

The term “Tax Certificate” means the Tax Certificate and Agreement, if any,
delivered by the Authority and the District at the time of the issuance and delivery of the Series
2013G Water Bonds, as the same may be amended or supplemented by its terms.

Treatment and Delivery Agreement

The term “Treatment and Delivery Agreement” means the Amended and Restated
Treatment and Delivery Agreement, executed and delivered during 2005 by the District and the
City of Modesto, as amended by the Financing Amendments to Amended and Restated
Treatment and Delivery Agreement, dated as of June 1, 2007, by and between the District and
the City of Modesto, as it may be further amended from time to time in accordance with its
terms.

Treatment and Delivery Revenues

The term “Treatment and Delivery Revenues” means the Debt Service portion of
the total sum to be paid by the City of Modesto as set forth in the Treatment and Delivery
Agreement.

Trust Agreement

The term “Trust Agreement” means the Trust Agreement, dated as of August 1,
2013, by and among the Trustee, the District and the Authority, pursuant to which the Authority
has issued its Series 2013G Water Bonds.

Trustee

The term “Trustee” means Wells Fargo Bank, National Association, acting in its
capacity as Trustee under and pursuant to the Trust Agreement, and its successors and assigns.
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ARTICLE II

ACQUISITION OF THE DOMESTIC WATER PROJECT

SECTION 2.01 Acaquisition of the Domestic Water Project. The District hereby
transfers the property, rights and interests in the Domestic Water Project to the Authority for the
purpose of acquiring, designing, constructing, improving and installing the Domestic Water
Project and agrees to purchase the Domestic Water Project from the Authority at the Purchase
Price set forth in Section 3.01. The Authority caused the Domestic Water Project to be acquired,
designed, constructed, improved and installed by the District as its agent. The District entered
into contracts and, as agent for the Authority, provided for the complete acquisition, design,
construction, improvement and installation of the Domestic Water Project. The District and the
Authority agree that the District caused the acquisition, design, construction, improvement and
installation of the Domestic Water Project to be diligently performed and that the District used its
best efforts to cause the acquisition, design, construction, improvement and installation of the
Domestic Water Project to be completed. It is hereby expressly understood and agreed that the
Authority shall be under no liability of any kind or character whatsoever for the payment of any
cost of the Domestic Water Project and that all such costs and expenses have been or shall be paid
by the District, regardless of whether the funds deposited in the Project Fund are sufficient to
cover all such costs and expenses. Upon payment of the Purchase Price by the District in full as
provided herein and the application of such Purchase Price to the refunding and defeasance of the
Prior Water Bonds, the transfer of the property, rights and interests described in Exhibit A to the
District from the Authority shall be ratified and confirmed in all respects without any further
action by the District or the Authority.

ARTICLE IlI

DOMESTIC WATER INSTALLMENT PAYMENTS
SECTION 3.01 Purchase Price.

(@) The Purchase Price to be paid by the District hereunder to the Authority is the
sum of the aggregate principal amount of the District's obligations hereunder plus the interest to
accrue on the unpaid balance of such principal amount from the effective date hereof over the
term hereof, subject to prepayment as provided in Article V1.

(b) The principal amount of the Series G Domestic Water Installment Payments
to be made by the District hereunder is forty-three million two hundred seventy thousand dollars
($43,270,000).

(c) The interest to accrue on the unpaid balance of such principal amounts of
Domestic Water Installment Payments is as specified in Section 3.02 and shall be paid by the
District as and constitutes interest paid on the principal amount of the District's obligations
hereunder.

SECTION 3.02 Series G Domestic Water Installment Payments. The District
shall, subject to any rights of prepayment provided in Article VI, pay the Trustee, on behalf of the
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Authority, the Purchase Price in Series G Domestic Water Installment Payments on each
Domestic Water Installment Payment Date for the payment of principal of (whether at maturity or
upon redemption or acceleration), redemption premium, if any, and interest on the Series 2013G
Water Bonds, until the principal of, redemption premium, if any, and interest on the Series 2013G
Water Bonds shall have been fully paid or provision for the payment thereof shall have been
made in accordance with the Trust Agreement, in immediately available funds, for deposit in the
Series 2013G Revenue Fund established pursuant to the Trust Agreement as follows:

Domestic Water Amount Amount
Installment Attributable Attributable
Payment Dates to Principal to Interest Total

3/1/2014 $1,118,741.11

9/1/2014 $ 3,970,000 1,022,200.00 $6,110,941.11

3/1/2015 982,500.00

9/1/2015 4,110,000 982,500.00 6,075,000.00

3/1/2016 879,750.00

9/1/2016 4,320,000 879,750.00 6,079,500.00

3/1/2017 771,750.00

9/1/2017 4,535,000 771,750.00 6,078,500.00

3/1/2018 658,375.00

9/1/2018 4,760,000 658,375.00 6,076,750.00

3/1/2019 539,375.00

9/1/2019 5,005,000 539,375.00 6,083,750.00

3/1/2020 414,250.00

9/1/2020 5,260,000 414,250.00 6,088,500.00

3/1/2021 282,750.00

9/1/2021 5,515,000 282,750.00 6,080,500.00

3/1/2022 144,875.00

9/1/2022 5,795,000 144,875.00 6,084,750.00
$43,270,000 $11,488,191.11 $54,758,191.11

Each Domestic Water Instalilment Payment shall be payable to the Trustee on
behalf of the Authority on or before the fifteenth day of the month before its due date in lawful
money of the United States of America; however, the Trustee shall not be under any obligation
to acknowledge receipt of such funds or to demand payment thereof until each Domestic Water
Installment Payment Date. In the event the District fails to make any of the payments required to
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be made by it under this section, such payment shall continue as an obligation of the District
until such amount shall have been fully paid and the District agrees to pay the same with interest
accruing thereon at the rate or rates of interest then applicable to the remaining unpaid principal
balance of the Domestic Water Installment Payments if paid in accordance with their terms.

SECTION 3.03 Obligation to Pay. The obligation of the District to make the
Domestic Water Installment Payments is absolute and unconditional, and until such time as the
Purchase Price shall have been paid in full (or provision for the payment thereof shall have been
made pursuant to Article VIII), the District will not discontinue or suspend any Domestic Water
Installment Payments required to be made by it under this section when due, whether or not the
Domestic Water Project or any part thereof is operating or operable or has been completed, or its
use is suspended, interfered with, reduced or curtailed or terminated in whole or in part, and such
payments shall not be subject to reduction whether by offset or otherwise and shall not be
conditional upon the performance or nonperformance by any party of any agreement, including
but not limited to the Treatment and Delivery Agreement, for any cause whatsoever; provided,
however that in accordance with Section 9.01 the District’s obligation to so make the Domestic
Water Installment Payments is payable solely from Treatment and Delivery Revenues.

SECTION 3.04 Authority Option to Repay. The Authority may, at any time,
repay to the District an amount equal to that amount required to be deposited by the District to
discharge its obligations hereunder pursuant to Article V111, which amount, if so paid, the District
shall so deposit in the time, form and manner specified in Article VIII.

ARTICLE IV

REVENUES

SECTION 4.01 Pledge of Treatment and Delivery Revenues. All Treatment and
Delivery Revenues are hereby irrevocably pledged to the payment of the Domestic Water
Installment Payments as provided herein and the Treatment and Delivery Revenues shall not be
used for any other purpose while any of the Domestic Water Installment Payments remain unpaid;
provided, however, that out of the Treatment and Delivery Revenues there may be apportioned
such sums for such purposes as are expressly permitted by this Article. This pledge shall
constitute a first lien on the Treatment and Delivery Revenues for the payment of the Domestic
Water Installment Payments and all other Domestic Water Contracts and Domestic Water Bonds
in accordance with the terms hereof; provided, however, that the foregoing pledge shall secure
any portion of Domestic Water Swap Installment Payments that constitute termination payments
under a Domestic Water Swap Contract on a second lien subordinate basis, and such security for
such termination payments shall be junior to the pledge of Treatment and Delivery Revenues
securing other Domestic Water Installment Payments.

SECTION 4.02 Allocation of Treatment and Delivery Revenues. In order to carry
out and effectuate the pledge and lien set forth in Section 4.01, all Treatment and Delivery
Revenues shall be deposited when and as available or received in the Modesto Irrigation District
Domestic Water Project Revenue Fund, which fund is hereby established (the “Domestic Water
Project Revenue Fund”), and which the District agrees and covenants to establish and maintain so
long as any Domestic Water Installment Payments remain unpaid, and all moneys in the Domestic
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Water Project Revenue Fund shall be so held in trust and applied and used solely as provided
herein. All moneys in the Domestic Water Project Revenue Fund shall be set aside by the District
at the following times in the following respective special funds (each of which is established
hereunder and each of which is held by the District and each of which the District hereby agrees
and covenants to maintain so long as any Domestic Water Installment Payments remain unpaid)
in the following order of priority:

Q) Installment Payment Fund, including the Series G Domestic Water
Installment Payment Account within such fund (to be held by the District); and

(i) Series 2013G Reserve Fund (to be held by the Depositary).

All moneys in each of such funds shall be held in trust and shall be applied, used and withdrawn
only for the purposes hereinafter authorized in this section.

@) Installment Payment Fund. On or before the last day of each month, the
District shall, from the moneys in the Domestic Water Project Revenue Fund pay, without
preference or priority, and in the event of any insufficiency of such moneys ratably without any
discrimination or preference, for deposit in the Series G Domestic Water Installment Payment
Account within the Installment Payment Fund, (i) the amount of one-sixth (1/6) of the aggregate
amount of interest becoming due on the Series G Domestic Water Installment 